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CHAPTER I. INTRODUCTION 
The problem of unemployment and underemployment confronting Pakistan 
today is both grave and perplexing. It is perplexing because the level 
of unemployment registered an increase during the decade of the 50's and 
remained virtually unchanged during the decade of the 60's in spite of 
a rise in the rate of investment and an expansion in output. As a 
proportion of the labor force, unemployment in 1950-51 amounted to 22 
per cent of the labor force but at the end of the decade nearly one-
quarter of Pakistan's entire human resources remained completely un­
utilized, In absolute terms unemployment increased from 6 million man-
years in 1950-51 to 8.04million man-years in 1960-61 in spite of a 2.4 
per cent compound annual growth rate of Pakistan's GNP during this 
period and in spite of investments, in real terms, doub. ^ roughly every 
five years. Even during the 60's when GNP grew at the rapid rate of 5.4 
per cent per annum^ and the proportion of gross investment in 1965 
2 
doubled that of 1960, unemployment in 1969-70 remained as high as it 
was in 1960,^ 
The unemployment problem in Pakistan today is indeed very grave-
economically, socially and politically. The reasons for raising such an 
alarm are not hard to find. 
^To be more specific, this was the growth rate between 1960-61 to 
1967-68. 
2 
Gross investment in current prices rose from 9,7 per cent of GNP in 
1959-60 to 18,8 per cent in 1964-65 (121, p. 11, Table 11-3), 
3 
Unemployment in 1969-70 amounted to 8,5 million man-years as com­
pared to 8,04 million man-years in 1960 (130, p, 12, Table 11). 
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1, Even if national income has increased and even if per capita 
income has increased some might question the very fact of whether de­
velopment is occurring if the absolute number of unemployed has at the 
same time increased. The intensity of the growing frustration is aptly 
revealed by the observation in the Pearson Report that, "The failure to 
create meaningful employment is the most tragic failure of development" 
(105, p. 58), Until recently the major policy objectives of the Govern­
ment of Pakistan was growth in output and per capita income, maintenance 
of some degree of balance of payments equilibrium and price stability. 
But these objectives fail to take sufficient account of desirable social 
aims, such as the provision of productive employment opportunities for 
all those seeking work, the raising of minimum living standards and 
the narrowing of income disparities within a given society as well as 
between regions. Generally speaking weights attached to increasing the 
level of employment and thereby achieving a more equitable distribution 
of income were relatively low. That this is true in the case of Pakistan 
is clear from the Third Five Year Plan (1965-70) of the Government of 
Pakistan where it declares that ".,,the employment effects of economic 
growth generated through the successive Plans were more a by-product than 
a target. The same applies, to a degree, to the Third Plan" (58, 
p, 149, par, 4), 
It must be recognized that a considerable degree of inequality in 
income distribution exists in Pakistan today. However, in the context 
of Pakistan (where the two wings of the country are separated by one 
thousand miles of foreign territory and the existence of the associated 
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phenomenon of Lack of labor mobility between East and West Pakistan) 
when one speaks of a more equitable distribution, one refers not only 
to distribution among income groups, but also between East and West 
Pakistan. According to a study by Bergan (13, p. 20 and p. 21, Table 
VII), lower half (in terms of income per household) of the households 
in Pakistan get about one-fourth of the total personal income,^ Or 
in other words on the average their income per household is only one-
third of the average income of the other half of the households. The top 
5 per cent of the households in Pakistan get 20 per cent of the income 
which means that they on the average, are about five times as well off 
as the rest of the population.^ Khadija Haq computes the concentration 
ratios or gini coefficients for Pakistan,^ on the basis of income tax 
data and compares this value with the value of the gini coefficient of two 
other countries possessing similar socio-economic set up—India and Ceylon. 
Pakistan's gini coefficient was found to be 0.45 (in 1960-61) as against 
0.40 (1953-54 to 1956-57) in India and 0.42 (in 1952-53) in Ceylon. 
The grim picture of a high concentration of income and wealth in a few 
hands is reflected by the fact that 66% of the nation's industrial assets, 
70% of Pakistan's insurance funds and 807, of the country's total bank as­
sets are concentrated in the hands of 20 Pakistani families (63). 
This study relates to the situation prevailing in 1963-64. 
^Bergan's study gave us a picture of the situation prevailing in 
just one year. Griffin (59) suggested, on the basis of some important 
though inadequate data, that the real income of Pakistan's rural popu­
lation declined all through the decade of the 50's. This decline came 
to a halt during the first half of the 60's when in 1964-65 the real in­
come gradually rose to the 1949-50 level. 
^IChadija Haq's estimates are based on data from income tax returns. 
Also international comparison of such values is not free from ambiguity 
particularly because of differences in the definition of income-receiving 
units in the various countries. The comparison should be noted with this 
reservation in mind. 
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This is the current situation despite the fact that one of the 
professed objectives of Pakistan's Third Five Year Plan (1965-70) was 
"Diminishing inequalities in the distribution of income" (58, p. 40). 
Simultaneously with this situation in income distribution among dif­
ferent income groups, the relative per capita income position of East 
Pakistan vis-a-vis West Pakistan has continually worsened since Pakis­
tan's independence. In 1949-50 per capita income in West Pakistan ex­
ceeded that of East Pakistan by 9 per cent. By 1959-60 the disparity 
had increased to nearly 30 per cent. Despite the commitment by the 
government of Ayub Khan to reverse this trend, as required by the 1962 
Pakistan constitution as well as the successive Five Year Plans which 
emphasized that resources be allocated in such a manner as to remove all 
interregional and intraregional per capita income differences, in 1964-
65 West Pakistan's per capita income was 50% higher than that of the 
East and in 1969-70 it increased further to 61%. As it turned out the 
government provided a mere lip service to the expressed goal of eliminating 
disparities in regional per capita incomes. It is small wonder, 
therefore, that out of every one hundred Pakistanis unemployed today 
seventy of them reside in East Pakistan (discussed in detail in Chapter 3), 
With respect to the question of income distribution it was believed 
that once the size of the 'national cake' could be increased, with an 
efficient fiscal system, taxation combined with unemployment relief, free 
social services and other forms of assistance to the unemployed could be 
used as engines of income redistribution. But it is essential to recognize 
that it is very difficult both to formulate as well as implement such 
policies of income redistribution particularly due to the influence of 
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various power groups in the country opposed to such a measure which 
is likely to jeopardize their relatively good position. Attempts to 
narrow down the regional disparity in per capita income between East 
and West Pakistan by means of a continuous tax-plus-subsidy on a massive 
scale is completely ruled out on account of the tremendous administrative 
and political difficulties arising out of it. Since such policies can­
not provide a systematic channel of income redistribution in Pakistan we 
shall have to turn to employment creation as a major means of bringing 
about a more even distribution in income. This method of income re­
distribution is of special significance in Pakistan as there exists a 
traditional society to a large extent wherein loyalty to the extended 
family induces the employed wage earner to share his wages with his often 
large extended family. 
2. Unemployment is increasingly showing up as a big social problem 
too. In Pakistan one has to live in a constant threat of burglary and 
vandalism and juvenile delinquency is rampant in the city streets. People 
begging or soliciting alms in the streets of cities is a big public 
nuisance. For instance in Dacca, the capital city of East Pakistan, or 
for that matter in any other city, one is inevitably going to experience 
the ghastly sight of able-bodied men and women stretching out their hands 
and begging bowls right across one's path or even through the window of 
a car momentarily stationed at a downtown traffic light or at a rail­
road crossing, begging for alms.' 
^In the city of Karachi begging in the streets was forbidden by law 
which resulted in mass arrests whereby these people were merely trans­
ferred from the streets to the huge government camp for vagrants. 
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It must also be realized that unemployment demoralizes a man—a 
feeling of unwantedness always haunts him and the inability to make any 
contribution affects a man's morale and self-respect. It might be 
thought that work is intrinsically good and that worklessness is the 
worst of all evils. 
3, Political instability is found to be higher in countries, the 
lower the per capita income, and Pakistan is no exception. The situation 
is further aggravated if low per capita incomes is also accompanied by 
a widespread unemployment and underemployment. It is the politicians 
who formulate the 'objective function' on behalf of the society and with 
the existence of a persistent threat of political instability, output 
levels and growth may be adversely affected. There is a constant danger 
of escalation of internal political instability into international con­
flicts. That such a threat to international peace arises out of poverty 
in general and unemployment in particular is conveyed by the fact that 
it is easier to recruit soldiers in the less developed countries while 
the willingness to join the army is declining in the prosperous nations. 
Given the crucial nature of the unemployment problem confronting Pakistan 
today, a comprehensive study of the problem is attempted in this thesis, 
A framework of what has been covered is presented in the concluding pages 
of this chapter. 
The following chapter of this study attempts to appraise the develop-
g 
ments that have occurred in Pakistan over the period 1950-68; the 
8 
Some variables are examined beyond 1968 whenever availability of 
information permits. 
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changes in the structure of output and particularly the changes in the 
sectoral composition of the labor force. These will then enable us to 
determine the changes in labor productivity by sectors. Also included 
in this section is an analysis of a number of relevant and related 
demographic changes, such as changes in the size and composition (age-
sex) of the population, changes in the proportion of the economically 
active population to the total population (dependency burden), etc. 
Wherever possible comparison will be made of changes occurring in the two 
far-flung areas of Pakistan (East and West Pakistan). This is of special 
significance in the context of Pakistan because the bulk of the central 
government (located in West Pakistan) administrative and developmental 
expenditures including utilization of foreign aid and the entire set of 
benefits arising therefrom have been confined to West Pakistan alone. 
In the third chapter a vigorous attempt is made to examine the nature 
and gauge the magnitude of unemployment and underemployment in Pakistan. 
In order to arrive at a measure which more truly portrays the actual 
situation, a thorough examination is made of studies and surveys at 
national, regional and sectoral levels and wherever necessary they were 
supplemented by reasonable assumptions to arrive at the required estimates. 
The study is roughly divided into five sections. The first section 
evaluates unemployment figures obtained from census data. The second 
section looks at various surveys, studies and estimates on a national 
basis and for the economy in aggregate. An attempt is made in the third 
section to determine the nature and extent of urban unemployment par­
ticularly in the cities. The fourth section focuses our attention entirely 
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on measuring the extent and examining the pattern of agricultural un­
employment and underemployment (more meaningful look at the unemploy­
ment equivalent). The final section evaluates the regional distribution 
of employment which, in the case of Pakistan, is of special significance: 
given the geographical separation of the two wings of Pakistan almost 
completely eliminates labor mobility between East and West Pakistan. 
For instance, the fact that 70 per cent of the nation's unemployment is 
located in East Pakistan does point to certain great deficiencies in the 
manner in which economic planning has been carried out in Pakistan. 
The chapter is rounded out by a brief summary of findings. 
Chapter 4 is devoted to identifying and analyzing some of the major 
causes contributing to the high rate of unemployment and underemployment 
in Pakistan, The capital intensity of some major industries in both East 
and West Pakistan are examined and an international comparison is made 
to determine the extent to which these industries were unduly capital 
intensive. Although the different factors contribute to unemployment 
in differing degrees, the major factors contributing to the high unem­
ployment rate in Pakistan have been identified as; a) continuing ac­
celeration in the growth rates of population and labor force, b) the 
existence of a set of biases and distortions affecting factor prices, 
which resulted often in a reduction in the price of capital below its 
equilibrium level while forcing the price of labor above its equilibrium— 
thereby providing incentives to adopt more capital intensive techniques 
of production, A number of policy measures were undertaken in Pakistan 
which tended to reduce the price of capital (whereby scarcity of capital 
is not reflected) such as (1) the maintenance of overvalued exchange rate. 
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(2) industrial promotion laws and regulations and (3) subsidized inter­
est rates. On the other hand forces which tended to raise the cost of 
labor (whereby relative abundance of labor is not reflected) above its 
equilibrium level were (1) minimum wage legislation, (2) social welfare 
benefits and policies, and (3) emergence of labor unions as a mighty 
bargaining power, c) Too much reliance was placed in the recent past on 
industrialization as the unique development strategy and the very limited 
capacity of that sector to absorb labor productively. Policies of un­
balanced public Investment programs favoring the modern sector and turning 
the terms of trade against agriculture was a common feature in Pakistan. 
This merely contributed to the worsening of the underemployment situa­
tion in agriculture resulting in a rapid increase in rural to urban mi­
gration and the consequent emergence of urban slums and visible under­
employment in cities, d) The relatively greater emphasis placed on 
policies of import substitution rather than export promotion, which in 
many instances led to the creation of relatively inefficient capital-
intensive industries, e) Recognition of the fact that technologies ap­
propriate to the factor endowments and factor prices are not readily 
available in Pakistan resulting in the rapid adoption of the capital in­
tensive technologies originating in the industrialized countries. High 
capital-intensity in the Pakistani industries can also be attributed to 
the tying of foreign aid to the market of the capital-rich (labor de­
ficient) donor countries, f) There exists in Pakistan a great scarcity 
of high level manpower. This factor has been a deterrent to the adoption 
10 
of labor intensive techniques, g) A considerable degree of excess 
capacity exists in Pakistan's industries. Fuller and more productive 
capacity utilization is desirable because of the production of larger 
amounts of output, fuller utilization of the scarce resource and most 
importantly, the creation of further employment, h) There is a tendency 
toward premature tractor mechanization in agriculture, particularly in 
West Pakistan, without any consideration to reduced employment to agri­
cultural workers, i) Land structure is such that due to high concentra­
tion of land in West Pakistan there is a tendency toward tractor mechaniza­
tion, A farmer owning a large land area is likely to employ smaller 
numbers of workers than those employed by a number of small farmers own­
ing the same land area. Also, in this chapter, a thorough examination is 
made of the nature and pattern of urbanization trend in Pakistan. Ex­
planation for such a growing onrush of people is sought. Finally, reasons 
for such a high concentration of unemployment in East Pakistan is analyzed. 
In the final chapter an attempt is made to identify and recommend 
policy changes and new measures which would help create job opportunities, 
particularly in the modern sector. International trade and aid policies 
also affect employment situations in Pakistan, The need for promoting 
industrial employment is further strengthened by its indirect contribution 
to employment in the tertiary sector (the 'employment multiplier' effect 
is examined). The next section focuses on measures to increase employ­
ment, productivity and incomes in agriculture. First of all the increases 
in employment and output that can be brought about by the adoption of the 
new improved Mexican varieties of wheat in West Pakistan and new improved 
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varieties of rice imported from the Philippines (International Rice 
Research Institute in Manila) and Taiwan, into both East and West 
Pakistan, Secondly, the crucial role that the Rural Works Program can 
play in creating a rural infrastructure, raising productivity and re­
ducing agricultural unemployment (particularly the seasonal underem­
ployment component). Insofar as the rural incomes and rural wages 
are increased, the rural-urban-migration trend is likely to be slowed 
down due to the impact on what is known as the 'push' effect. Thirdly, 
the tractor mechanization issue is taken up and certain broad policy 
guidelines are presented. Fourthly in view of the contribution, the 
village cooperative can make toward rural economic development in 
general and rural employment in particular, certain policy implications 
are noted. Fifthly, the scope for using land reforms as a policy variable 
in checking further deterioration in the agricultural unemployment 
situation is examined. Certain clear-cut policies are recommended. 
The following section of this study looks at the sectoral direct 
and indirect employment and output potential of the seven sectors of 
the economies of East and West Pakistan separately. This is done in 
an input-output framework. In the final section various policies are 
examined, the adoption of which may help alleviate the problem of high 
concentration of unemployment in one region and as a corollary also 
help reduce interregional disparity in per capita incomes as professed 
in the various government plan documents. 
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CHAPTER II. STRUCTURE OF OUTPUT, POPULATION, LABOR FORCE AND 
LABOR PRODUCTIVITY IN PAKISTAN, 1950-1968 
The purpose of this chapter is to review very briefly the actual 
growth experience in Pakistan from 1950 through 1968. This will be done 
in terms of GNP, sectoral value added, investments, foreign trade, 
population, labor force and labor productivity. Some analysis will also 
be made of the share of economic development between the two far-apart 
regions of the country as the degree of regional unemployment is directly 
related to this share, particularly when interring labor mobility does 
not exist. 
Macroeconomic and Sectoral Performance of Output 
During the decade of the 1950's Pakistan's economy progressed very 
slowly. During this period the GNP increased at a compound annual rate 
of 2.4 per cent in real terms. The rate of growth and to some extent 
the pattern of growth (as reflected by the changing structure of the 
economy) underwent some change around 1960. Following 1960, the GNP 
grew at the rate of 5.4 per cent per annum whereby Pakistan's economy 
came to be considered as one of the most rapidly growing among the 
economies of all the developing countries. It is evident from Table 1 
that during the decade of the 50's the major growth impetus was provided 
by the manufacturing and construction sectors. But from 1960 onwards 
the agricultural sector also contributed significantly to Pakistan's 
economic growth. It would perhaps be of considerable interest to look 
at the changing structure of Pakistan's economy during this period as 
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Table 1. Growth rares of GNP and sectors: 1951-1968^'^ 
(per cent per annum) 
Sector; 1951-1961 1961-1968 1951-1968 
Growth rate Growth rate Growth rate R^ 
Agriculture, Forestry 
and Fishing 1.2 ,70 3.2 .95 2,2 .91 
Mining and Quarrying 7,9 .94 9.5 .95 9,1 .98 
Manufacturing 7,6 .98 7.8 .97 7,8 .995 
Construction and Pub­
lic Utilities 10,1 .96 16,2 .94 13,0 .97 
Commerce 2,5 .97 7,3 .87 4,2 .89 
Transport, Storage 
and Communications 4,4 .98 7,0 .97 5,0 .97 
Services 3,6 .999 3,7 .999 3,6 .999 
Activities not adequate­
ly described 2,1 .90 6,6 .94 3.5 ,88 
GNP 2.4, .97 5,4 ,996 3.7 .96 
GNP per capita Q 2,84 ,98 1.2 .70 
^Derived from the least-squares regression estimate; log^y = 
a + b.time. All rates are significant at 1% level, 
^GNP and sectoral data at constant factor cost of 1959-60, 
^Computed from source: (42, p. 105 and 86, pp. 203-204, Table A-4), 
^Not significantly different from zero. 
reflected in the changes in sectoral contribution to GNP, It is evident 
from Table 2 that although Agriculture's share in the GNP is high, the 
share is on the decline. Contribution by Manufacturing, Transportation 
and Communication, Services, Commerce and Construction sectors are on 
the increase and within manufacturing, large scale manufacturing is con­
tributing more since 1960, 
The high rate of growth in Pakistan's economy particularly in the 
I960's, was largely brought about by the maintenance of a high level of 
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Table 2, Distribution of GNP; Pakistan^(percentage share, constant 
1959-60 factor cost) 
Sector 1949-50 1954-55 1959-60 1964-65 1967-68 
Agriculture, Forestry 
and Fishing 59.96 56.09 53.29 48.13 46.10 
Mining and Quarrying .11 .16 .22 .32 .30 
Manufacturing 
Large scale 
Small scale 
5.86 
1.41 
4.44 
7.95 
3.59 
4.36 
9.32 
4.98 
4.34 
11.47 
7.69 
3.79 
11.79 
8.35 
3.44 
Construction .97 1.49 2.07 4.68 4.62 
Electricity, Gas, Water 
and Sanitary Services .13 .17 .34 .69 .76 
Transportation, Storage 
and Communication 15.06 5.69 5.91 5.90 6.60 
Trade and Commerce 11.99 12.08 12.37 13.31 13.79 
Services .61 6.35 6.72 6.20 5.80 
Others 10.01 10.04 9.87 9.27 10.22 
Total GNpb 100.00 100.00 100.00 100.00 100.00 
^Computed from source; (42, p. 105). 
^It does not really add up to 100 per cent due to rounding of figures. 
investment. Indeed, in real terms, Pakistan's investments doubled 
roughly every five years (104, p. 8). Table 3 gives us a picture of the 
changing investment and savings ratios. With the commitment of the 
government to rapid economic development, the share of the public sector 
investment to total investment increased from a pre-1960 proportion of 
28 per cent to a proportion of 50 per cent during the I960's. 
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Table 3, Investment and savings ratios^ (millions of rupees at 
current prices) 
1954-55 1959-60 1964-65 1968-69 
Gross investment (I) 2027 3160 9142 10521 
Gross savings (S) 1463 2130 5950 7695 
GNP (at market prices) 21920 32680 48616 78987 
I/GNP (in percentages) 9.2 9.7 18.8 13.3 
S/GNP (as percentages) 6.7 6.5 12.2 9.7 
^Sources; For 1954-55 (58); for 1959-60, final evaluation of the 
second Five Year Plan 1964-65 and for 1968-69, Annual Plan 1969-70 as 
quoted in (120, p. 11, Table II-3), 
The final set of macro-economic relationships which we need to be 
aware of relates to the foreign trade sector. From Table 4 it is clear 
that during the period 1954-55 to 1959-60 exports grew rather slowly but 
during 1959-60 to 1964-65 there has been a rapid increase both in exports 
as well as imports. The latter was financed both by Pakistan's own 
foreign exchange earnings and by the increasing availability of foreign 
aid. 
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Table 4. Trade ratios (current prices in millions of rupees), Pakistan^ 
1954-55 1959-60 1964-65 1968-69 
Imports of goods (M) 1558 2461 5374 4870 
Export of goods (X) 1760 1843 2395 3240 
GNP (market prices) 21920 32680 48616 78987 
Average rates; 
M/GNP 
X/GNP 
7.1 
8.0 
7.5 
5.6 
11.1 
4.9 
6.2 
4.1 
Marginal rates; 
AM/ <^GNP 
AX/ A GNP O
 0
0 
00
 
18.3 
3.5 
-1.7 
2.8 
^Sources; Government of Pakistan, Central Statistical Office and 
Planning Commission as quoted in (120, p. 18., Table II-8). 
Two other features deserve our attention. First one can notice 
a close relationship between growth in exports and growth in GNP in 
Pakistan. During the 50's when exports did not grow at all, the GNP 
growth rate was 2.4 per cent compounded annually. But during the 60's 
when exports increased at the rapid annual rate of 7.5 per cent (120, 
p. 24) it was accompanied by a high growth rate of 5.4 per cent compounded 
annually in Pakistan's GNP. 
The other significant feature is that a close correlation is ob­
servable between the levels of savings and investment and foreign aid in­
flows. During the Second Plan period when the foreign aid inflow in­
creased dramatically, the domestic savings rate rose from less than 10 
per cent to nearly 13 per cent of GNP and the marginal savings rate ex­
ceeded 20 per cent. At the same time investment increased from less than 
12 per cent of GNP to 20 per cent of GNP. The reduction in the level of 
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foreign aid during the Third Plan has resulted in decline in the levels 
of savings and investment. 
Table 5. Foreign economic assistance to Pakistan; 1950-1970^ 
(millions of dollars) 
Pre-Plan (1950-1955) $371 
Firsc Plan (July 1955-June 1960) $990 
Second Plan (July 1960-June 1965) $2,377 
Third Plan (July 1965-December 1968) $1,770 
^Source: (44). 
Regional Growth Problems 
The most significant feature about Pakistan is its peculiar 
geography, perhaps unparalleled anywhere else in the world, whereby the 
two wings of the country (East and West Pakistan) are separated by one 
thousand miles of Indian territory. A direct consequence of this 
separation has been the lack of labor mobility between these two regions. 
Travel through India is virtually impossible due to rigid visa re­
strictions and communal tensions. Interwing transport for the common man 
is therefore to sail by ship all along the Indian Ocean, the journey 
taking ten days to complete. This simply means that an East Pakistani 
^As at present, whenever a political crisis develops with respect 
to relations with India and overflight of aircraft are banned, even a 
wealthy East Pakistani traveling by jet plane has to fly around the tip 
of India along the sea route. 
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travelling to West Pakistan in search of a job has to take with him pro­
vision for well over a month if he wants to be able to return in case of 
failure in getting a job. The resources required for an East Pakistani 
just to look for a job would about equal the annual per capita income. 
Further deterrents to migration are the climatic, linguistic, and cul­
tural differences, and the traditional social ties arising out of the 
extended family system and the ties between a man and his land. 
The majority of Pakistan's population reside in East Pakistan—the 
low income region. The relative per capita income position of East 
Pakistan vis-a-vis West Pakistan has worsened since Pakistan's inde­
pendence. In 1949-50, per capita income in West Pakistan exceeded that 
2 
of East Pakistan by merely 9 per cent. By 1959-60, the disparity had 
increased to 30 per cent. It appears that the disparity in the levels of 
regional per capita incomes reached 40 per cent in 1964-65 and climbed 
higher up to 61 per cent in 1969-70. 
Table 6. Regional per capita GDP^: 1949-1968 (rupees) 
1949-50 1954-55 1959-60 1964-65 1967-68 1969-70 
East Pakistan 304 297 288 326 316 504 
West Pakistan 330 353 372 464 473 314 
Disparity 9% 19% 30% 40% 50% 61% 
*A11 in 1959-60 market prices except 1967-68 in 1959-60 factor cost, 
^Sources: (104, p. 318, Table 5-B), only 1967-68 figure from Govern­
ment of Pakistan, Planning Commission as quoted in (86, p. 24, Table I-l) 
1969-70 figures from (48, p. 2, Table 1). 
^Disparity is defined as Yyp/Ygp-1, where Y= per capita income. Dis­
parity would be equal to 0 when Ywp=Ygp, WP=West Pakistan, EP=East Pakistan, 
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Such a widening of the gap in per capita income continued unabated 
in spite of the constitutional requirement under the Ayub Khan govern­
ment and in spite of repeated declarations by the Pakistan Planning Com­
mission in almost every five year plan that resources should be allocated 
in a manner so as to reduce all inter-regional and intraregional dis­
parities in per capita incomes in the shortest possible time. From 
Table 6, it is obvious that the planners in Pakistan have failed miser­
ably in this respect. 
However such figures of disparity do not fully reveal the dispairty 
in real terms, since the purchasing power of the rupee is not the same in 
East and West Pakistan, Even the Planning Commission acknowledges this 
fact when it states in the Second Five Year Plan that "Prices of similar 
goods have generally been higher in East Pakistan than in West Pakistan, 
the difference sometimes far exceeding the cost of transportation and 
distribution" (59, p, 59), 
Structural differences between the economies of East and West 
Pakistan further support the picture of per capita income disparity pre­
sented above. In the early years of independence the industrial bases of 
the two regions were of about the same size (103, p, 480) and banking 
activity may have been greater in East Pakistan (33, p, 79), Agriculture's 
share in West Pakistan's GDP amounted to about 47,4 per cent in 1964-65 
as compared to a share of 58,2 per cent in East Pakistan's GDP in the 
same year. At the same time the manufacturing sector contributed 14-15 
per cent of the total value added in West Pakistan as compared to only 
7-8 per cent of East Pakistan's total value added contributed by 
20 
manufacturing. The tertiary sector also developed more rapidly in 
West Pakistan. Over time the structural differences have widened further, 
with a higher rate of "structural development" in West Pakistan as­
sociated with a higher growth rate in total and per capita domestic income. 
A specific example of higher industrialization and commercialization 
in West Pakistan and higher employment associated with them is provided 
by the fact that in the mid-1960's a government survey revealed that the 
number of private industrial and commercial establishments in the major 
cities of West Pakistan amounted to 199,521 employing 673,296 men com­
pared to 70,466 establishments employing 367,912 men in the major cities 
of East Pakistan (52, pp. 8-9, Tables 1 and 2). With respect to public 
investments in agricultural development West Pakistan invariably re­
ceived the higher share. It has been estimated, for example, that over 
a period of eight years 2500 man-years of expatriate personnel studied 
the Indus Basin in West Pakistan in one of the largest and most successful 
technical efforts in the world. Only a tiny fraction of this number 
worked in East Pakistan in spite of the problems being more difficult as 
reflected by the fact that year after year floods destroy crops before 
they are harvested and rivers become as wide as thirty miles in summer 
while in winter people can wade across them and if proper irrigation facili­
ties in winter and flood control dykes or river-dredging were available 
more extensive cultivation would have been possible in East Pakistan. 
Overall allocations in successive developmental plans in Pakistan 
were always smaller for East Pakistan as seen from Table 7. 
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Table 7, Public sector allocations in the First and Second Five Year 
Plans of Pakistan (billions of rupees)^ 
Total East Pakistan West Pakistan 
Original first plan 
allocation (1955-60) 9.35 4.00 5.35 
Actual development 
expenditure (1955-60) 9.26 3.32 5.94 
Second plan (1960-65); 
Public sector 
Private sector 
Total 
11.5 
7.5 
19.0 
5.28 
2.72 
8.00 
6.22 
4.78 
11.00 
^Source: Government of Pakistan, Planning Commission,-as quoted 
in (110, pp. 20-21, Tables 2,1 and 2.2). 
The infrastructure is much more developed in West Pakistan. In 
1960, the mileage of the high type of roads was over six times of that 
in East Pakistan; railway mileage is about three times of that in East 
Pakistan; the number of trucks and buses exceeds that in East Pakistan 
by five-fold (50). Despite the much larger surface area in West Pakistan, 
one-third of the villages are within 5 miles of a railway station and 
nearly two-thirds are within the same distance of a surfaced road and 
nearly three-quarters of the villages are within less than 5 miles from 
a bus stop. In contrast, in East Pakistan only one quarter of the 
villages are within 5 miles distance of a railway station or a surfaced 
road and only 40 per cent of the villages are within 5 miles of a bus 
stop. In spite of East Pakistan's advantage of being covered by a web­
like network of rivers providing tremendous opportunities of developing 
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an extensive and economic water transportation system, a meagre 17 per 
cent of the East Pakistani villages are within 5 miles of a steamer 
(river-boat) landing (National Sample Survey), The number of post and 
telegraph offices are larger in West Pakistan and in 1960 the number of 
telephones in West Pakistan was five times that in East Pakistan (50, 
p. 5). The power generating capacity in West Pakistan is 6 times that 
in East Pakistan (43). West Pakistan also has produced greater numbers 
of engineers, industrial and technical personnel as a result of higher 
3 
investments made in education. 
It is perfectly clear that the major policies of the Government of 
Pakistan are entirely responsible for the current plight of East Pakistan, 
In short the following were the chief instruments used to discriminate 
against East Pakistan; 
1. While 60% of the Pakistanis reside in East Pakistan, her share 
of the central government development expenditure has varied between 
20% to 36% ever since Pakistan gained independence. East Pakistan received 
only 25% of the nation's total private investment during the same period 
(48, p, 6, Table 2), 
2, It is evident that foreign exchange has been allocated to the 
detriment of East Pakistan, Over the last twenty years East Pakistani 
^Enrollment in Engineering, Industrial, Technical and Secondary insti­
tutions: Year East Pakistan West Pakistan 
1950-51 1,992 3,695 
1955-56 2,671 4,796 
1960-61 3,450 7,575 
1966 66 7,382 8,583 
Source: Government of Pakistan, Central Bureau of Education, as quoted 
in (110, p, 10), 
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exports earned between 50% to 70% of the entire Pakistani export earn­
ings, while its share of imports has ranged between 25% to 30% of 
Pakistan's total imports. Until 1962-63 East Pakistan enjoyed quite 
large surpluses in her foreign trade account, which has currently changed 
to small deficits. In contrast the West Pakistani foreign trade has 
shown a substantial and chronic deficit which led to adoption of 
policies that virtually poured all the foreign aid into West Pakistan, 
3, Tariffs and quotas imposed by the government have simply led to 
the emergence of inefficient industries in West Pakistan (90) which 
have turned East Pakistan into a captive market as is evidenced by the 
fact 40 per cent of all West Pakistan exports are sold to East Pakistan 
and in 1968-69 the West sold 50 per cent more to East than it bought 
from the East, (All data on trade are compiled from Government of Pakis­
tan, Central Statistical Office as quoted in 95b, p. 5), It is evident 
from the foreign trade statistics provided by the Government of Pakistan 
that East Pakistan has transferred approximately $2,6 billion to West 
Pakistan over the period 1948-49 to 1968-69 (48, Appendix 3), 
A direct consequence of such policies which discriminate against 
East Pakistan, intentional or otherwise, is that today, out of every one 
hundred Pakistanis unemployed seventy are East Pakistanis, Attention 
should be paid here as to how the majority of the population of the 
country residing in East Pakistan was subjugated to the level of colonial 
domination by the minority group of men hailing from West Pakistan, 
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Location and control of the central government^ 
The seat of the Central Government is in West Pakistan. The over­
whelming majority of the Central Government officials are from West 
Pakistan. The top positions (Secretaries and Joint Secretaries) includ­
ing those of the Finance and Commerce Ministries which are of obvious 
importance for the allocation of resources, were and still are occupied 
by West Pakistani civil servants (52 out of 53 in 1960).^ In all, out 
of 2,779 first class officers in the various central government services 
in 1960, 87 per cent were West Pakistanis (110, p. 15). That a region 
with more than half of Pakistan's total population occupies only 13 per 
cent of the more important central government positions is perhaps 
another unique feature about Pakistan. The Central Finance Minister 
and the Deputy Chairman of the Planning Commission (the President of 
Pakistan being the Chairman), both wielding tremendous influence in the 
allocation of resources have never, in Pakistan's history, been ap­
pointed from East Pakistan. 
Business and commerce, banking and industry have a natural tendency 
to be drawn toward the seat of the federal government. This has occurred 
in a number of countries in the past. For instance industrial activities 
have concentrated around the national capital in France. Another clear 
^This section draws heavily from (110, pp. 15-16). 
^Following the violent protests and mass demonstrations in East Pakis­
tan in 1969, which led to the toppling of the Ayub government, one or two 
high positions were granted to East Pakistan mainly to calm the emotional 
outburst but these were of virtually no significance as regarding crucial 
economic decision-making was concerned. 
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illustration of the point is provided from history when with the uni­
fication of Italy in 1860 the seat of the government was moved from 
Naples to Rome,- banks, industry and commerce moved to the new capital 
in a massive scale. It is almost certain that the choice of the location 
of the federal capital in West Pakistan had much to do with the high 
concentration of economic activity around Karachi today and the gigantic 
influx of refugee entrepreneurship and capital from.India into West 
Pakistan immediately following Pakistan's independence. Moreover, given 
the extent and variety of controls exercised by the federal government 
over the economic life of the country, such as controls on industrial 
enterprise and foreign exchange, and given the fact that in Pakistan 
resources collected internally by means of taxes, loans and exchange 
control, and externally from foreign aid agencies are given out as 
loans, or sold at prices much below their scarcity value to domestic en­
trepreneurs, the advantages of hosting the federal government is obvious. 
An industrialist in West Pakistan has prompt and expenseless access to. 
authorities concerned with these functions while an East Pakistani in­
dustrialist has to correspond with the same authorities by mail seeking 
clarification of minor details from a bureaucracy reputed for red-tape. 
Population, Labor Force and Labor Productivity 
The last two population censuses (which also happened to be the 
first two since Pakistan's independence) were conducted in 1951 and 1961 
and the 1971 census survey has been postponed due to the current civil 
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war. In order to obtain a more complete and deep insight about the 
nature and magnitude of changes in population, labor force and dependency 
burden in Pakistan as a whole and in the two wings of the country, a 
brief review is made on the basis of figures obtained in every decennial 
census since the start of the century^ and the national quarterly sample 
surveys made in the late 60's, 
From Table 8, it is clear that for Pakistan as a whole and the two 
wings individually, the labor force participation rate appears to be 
the same in 1968 as it was in 1901. The overall stability of the labor 
force participation rate can be explained in terms of age structure. It 
has been observed that unless there are unusual changes in the cultural 
and socio-economic structure (absent in the case of both India and 
Pakistan), the age structure remains the basic factor in determining 
the labor force participation rate (28, pp. 1-16). As a result of con­
tinuing high birth rate, with no appreciable migration into or out of 
Indo-Pakistan subcontinent, the age structure has been relatively stable 
(23, p. 33). The stability of the age structure is revealed in Table 9. 
However, if we break down the historical trend into two periods, 
1901-1951 and 1951-1968, a slight decline in labor force participation 
rate is observed in the first period and an increase in the second 
^Since Pakistan as a nation was carved out of the British Indian sub­
continent in 1947, for the period prior to that, data from the British 
Indian Censuses pertaining to the present Pakistani area are isolated, 
Farooq performs this laborious, though sometimes arbitrary, task whereby 
he derives the various population and labor force figures for the present 
Pakistani provinces of Bengal, Punjab, Sind, Baluchistan and N.W.F.P. 
from the British Indian Censuses of 1901, 1911, 1921 and 1931 (28, p. 
102, Appendix B). 
Table 8. Population, labor force, labor force participation rates and dependency burden; Pakistan, 
East Pakistan and West Pakistan; 1901-1971® 
Population(thousands) Labor force(thousands) Labor force(% popula.) Dependency burden 
Pakis- East West Pakis- East West Pakis- East West Pakis- East West 
Year tan Pakis. Pakis, tan Pakis. Pakis. tan Pakis, Pakis. tan Pakis, Pakis. 
1901 45,475 28,937 16,502 15,377 9,640 5,737 33,8 33,3 34,8 296 300 288 
1911 49,282 31,605 17,676 16,007 9,982 6,025 32.5 31,6 34,1 308 317 293 
1921 51,477 33,235 18,243 16,610 10,531 6,079 32,3 31,7 33,3 310 316 300 
1931^ 56,821 35,573 21,248 15,717 8,955 6,762 27.7 25,2 31,8 362 397 314 
1951 73,880 41,932 31,948 22,699 12,866 9,812 30.7 30.7 30.7 326 326 326 
1961^ 90,283 50,840 39,442 30,206 17,443 12,763 
(98,900) (53,900) (4 5,000) (33,315) (18,488) ( 10,580) 
33.5 34,3 32.4 299 292 309 
1967-
1968^115,328 65,355 50,000 39,621 22,749 16,929 34,4 34,8 33.9 291 288 295 
^Sources; Rows 1 through 6 (28, pp,83-85 and 102, Appendix B). 
^he dependency burden is defined as the population per hundred members of the labor force. 
^The returns for the 1941 Census could not be completed due to disruptions following World War II, 
^Considerable underenumeration exists in the 1961 data. According to the perspective plan 
of the Pakistan Planning Commission, corrected figures of population are given in parentheses (80, 
P. 328). 
®The 1967-68 population figure is an estimate made by 0,E.C,D, (80, p, 24, Table 1-2) on the 
basis of population projection done by P,I,D,E, (12), The O.E.C.D. estimates assume that 2/3 of the 
Family Planning Program as given in the 3rd Five Year Plan are fulfilled. The figures in parentheses 
once again show the true population and labor force after correction is made for underenumeration 
in Census data. Labor force is derived by applying labor force participation rate obtained from the 
1967-68 Quarterly National Sample Survey of the Central Statistical Office (56, p, 9, Table 4), 
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period.7 It is interesting to note that a similar trend is observed 
in India (34, pp. 389-413). Table 10 gives us the growth rates of 
population and labor force indicating that the post-war population ex­
plosion was accompanied by an explosive growth in labor force. With 
the current Pakistan population of 130 million of which 72 million re­
side in East Pakistan, as compared to 58 million in West Pakistan, the 
population and labor force are growing at the fearful rate of 3 per 
cent or more per year. 
Table 9. Age structure of the population; Pakistan, 1951-1968 
(in percentages)^ 
Year Age 
All ages 14 and under 15 - 59 years 60 and over 
1951 100.0 42.5 52.5 5.0 
1961 100.0 44.5 49.5 6.0 
1968 100.0 46.5 49.1 4.4 
^Sources: (58, p. 323, Table I; 46, pp. 40-41; 56, p. 16). 
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In the context of Pakistan It Is generally believed that the labor 
force participation rate is underestimated leading in turn to a gross 
underestimation of unemployment and underemployment. This aspect is 
dealt with in great detail in Chapter 3, The consequences on employ­
ment of such an explosive growth in population and labor force is 
discussed in Chapter 4. 
Table 10, Growth rates* of population and labor force: Pakistan and 
the two wings, 1901-1971 (percentage)^ 
Period Population Labor force 
Pakis. East Pakis. W. Pakis. Pakis. East Pakis, W. Pakis. 
1901-1911 .9 1.0 .75 .4 .4 .50 
1911-1921 .5 .5 .33 .4 .6 .20 
1921-1931 1.0 .7 1.50 -.6 -1.6 1.10 
1931-1951 1.6 .9 2.20 1.8 .7 .67 
1951-1961C 2.2 2.0 2.20 3.0 3.1 2.75 
1961-1968^ 3.2 3.3 3.10 3.4 3.3 3.50 
^Geometric growth rates. 
^Source; (Computed from Table 8). 
c 
The 1961 Census data was underestimated and actual 1961-71 growth 
rate is higher than that given. 
d 
Again it must be pointed out that the 1961-68 growth rates are a 
bit optimistic as it assumes that about 2/3 of Family Planning Program 
as given in the 3rd Five Year Plan will be fulfilled. 
^Farooq (28, p. 82) attributes this slight variation to census error. 
29 
Table 11, Labor force by sectors; Pakistan, 1951-1968 (in thousands 
and in percentages)^ 
Year; 1951 1961 1968 
Sector; (000's) % (000's) 7. (000» s) % 
Agriculture, Forestry 
and Fishing 17,118 76,44 22,630 74,92 28,805 68,81 
Mining and Quarrying 11 ,05 23 ,08 21 ,05 
Manufacturing 11,381 6,17 2,215 7,33 4,140 9,89 
Construction and 
Public Utilities 204 ,91 372 1,23 988 2,36 
Commerce 1,126 5,03 1,382 4,58 3,458 8,26 
Transportation, Stor­
age and Communication 311 1,39 508 1,68 1,582 3,78 
Services 1,311 5,86 2,346 7,77 2,813 6,72 
Activities not ade­
quately described 836 3,73 239 .79 54 ,13 
Totalb 22,393 100,00 30,206 100,00 41,861 100,00 
^Sources: (138, p. 21, Table 3; 56, p. 9, Table 4, p, 12, Tables 
11-17), 
A comparison of Tables 11 and 2 reveal that the changes in the sec­
toral share of Pakistan's GNP has been accompanied by similar changes in 
the sectoral share of labor force in the country's total labor force. 
Agriculture's share in the labor force, although still very large, has 
declined. In contrast it is observed that associated with expansion in the 
sectoral output in manufacturing, commerce, services, construction and pub­
lic utilities, the labor force in these sectors has also increased, 
A look at the composition of the labor force in the two wings of.the 
country reveal that the share of agricultural labor force in the total 
labor force of East Pakistan has always been above 80 per cent. In 
Table 12. Numerical and percentage distribution of labor force by agricultural and nonagricultural 
professions; East and West Pakistan, 1951-1968^ 
Sector 1951 
East Pakistan 
1961 1968 1951 
West Pakistan 
1961 1968 
Labor 
force 
(OOO's) % 
Labor 
force 
(OOO's) % 
Labor 
force 
(OOO's) % 
Labor 
force 
(OOO's) % 
Labor 
force 
(OOO's) % 
Labor 
force 
(OOO's) % 
Agriculture 10,720 83 .2 14,336 85.0 18,341 79.6 6,187 65.1 7,570 59.3 10,321 54.9 
Non-
agriculture 2,170 16 .8 2,522 15.0 4,695 20.4 3,319 34.9 5,193 40.7 8,492 45.1 
^Sources; (56a,p.- 9, Table 4, p. 12, Tables 15-17; 46, pp. vi-vii, Statements 3 and 4). 
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contrast, in West Pakistan, the share of agricultural labor force is on 
the decline and the share of nonagricultural labor force is on the in­
crease, If the proportion of nonagricultural labor force is viewed as 
some index of economic development, during the period 1951 through 1961, 
East Pakistan experienced considerable retardation and today there is 
no doubt that East Pakistan continues to be backward. 
Changes in labor productivity by sectors 
Some idea about the nature of changes in labor productivity by sec­
tors can be obtained by comparing the growth rate of sectoral value added 
to that of the employed labor force of those corresponding sectors. Fol­
lowing Thorbecke and Stoutjesdijk (127, pp. 27-28) the growth rate of 
8 
labor productivity by sectors can be estimated thus: 
g 
The proof of the derivation as shown in (127, pp. 27-28), is demon­
strated below. Let us denote the employed labor force by E; the value 
added by V; labor productivity by P. '0' and 't' are used to denote base 
year and the 't'th year respectively. The subscript 'i' is used for the 
'i'th sector. Using these notations we arrive at the following relations: 
Ei^ = I + = Vi^ ( 1 + )«^ 
t Vi^ 
p. = p. ( 1 + r. ) and P. = -— 
^0 ^ t Ei 
By a process of substitution we obtain; 
p. (1 + = "ip^ '• * ^ 
° El0< I + 'ai): ( I + 
Finally we obtain from the above relation; 
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1 + Ty 
'i-
where r^. = growth rate of employed labor force in sector i 
= growth rate of value added in sector i 
r^ = growth rate of labor productivity in sector i 
i = Agriculture, Forestry and Fishing; Mining and Quarrying; 
Manufacturing; Construction and Public Utilities; Commerce, 
Transport, Storage and Communication; Services; Activities 
not adequately described. 
Table 13 gives us the various growth rates for Pakistan, Reviewing labor 
productivity per man and changes in labor productivity in Pakistan during 
1951 through 1968, such information on labor productivity changes for 
the various sectors as described by me are not currently available from 
any other source. Due to nonavailability of various pieces of information 
on a regional basis, such changes could not be determined separately for 
East and West Pakistan for the same period. However some estimate by 
Joseph J, Stern (119, Appendix, Table 2) made about changes in labor 
productivity during 1960-61 to 1964-65 according to a different classifi­
cation of sectors when compared to my estimates reveal certain inter­
esting similarities. While my estimate shows that labor productivity in 
Pakistan's agriculture declined at the compound annual rate of 0,2 per 
cent during 1951 through 1968, Stern's estimate reveals that agriculture 
experienced a decline of 0,2 per cent (compounded annual rate) during 
1960-61 through 1964-65. Stern lumps together the Mining and Manufac­
turing sectors and finds that labor productivity during 1960-61 through 
1964-65 in this sector increased at an annual compound rate of almost 6 
Table 13. Growth rates of sectoral value added,^ employed labor force^ and labor productivity:^ 
Pakistan, 1951-1968° 
1951-1961 1961 -1968 1951-1968 
"^i ^i 'si ^i rvi 
ri 
Agriculture, Forestry and Fishing 2.8 1.2 -1.56 1.75 3.2 1.4 3.0 2.2 -0.20 
Mining and Quarrying 7.6 7.9 .27 -2.4 9.5 12.0 3.75 9.1 5.7 
Manufacturing 5.8 7.6 1.7 5.25 7.8 2.42 6.6 7.8 1.93 
Construction and Public Utilities 6.5 10.2 3.4 11.70 16.2 4.0 9.8 13.0 3.9 
Commerce 2.5 2.5 0.0 10.1 7.3 -2.5 6.7 4.2 -1.52 
Transport, Storage and Communi­
cations 
Services 
5.3 
6.5 
4.4 
3.6 
-0.86 
-2.7 
13.0 
.8 
7.0 
3.7 
-5.3 
2.87 
10.0 
4.5 
5.0 
3.6 
-3.5 
-0.10 
Total 2.8 2.4 -0.39 3.0 5.4 2.33 3.5 3.7 0.67 
*These derived from the least squares regression estimate: log®y= a + b'time. Values of 
are given in Table 1, All rates significant at 1% level, 
^Geometrical growth rates between the periods mentioned. 
®r£ is derived as indicated in the text by the following formula: j.. _ ^ ^^i _ 
'^Computed from sources; (138, p. 21, Table 3; 114, p. 25, Table 7; 56a,p. 2, p. 9, Table 4, 
p. 11, Table 5, p. 12, Tables 15, 16, and 17; 42, p. 105 and 86, pp. 203-204, Table A-4). 
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per cent, I obtained growth in labor productivity for Mining and Manu­
facturing sectors separately at 12 per cent and 2.42 per cent, respectively 
(compound annual rates) during the period 1961 through 1968, Another 
interesting similarity is found in estimates for the Service sector. 
While my estimate shows that labor productivity in this sector grew at 
the compound annual rate of 2.9 per cent during 1961-1968, Stern esti­
mates the increase at 3.2 per cent (compound annual rate) during 1960-61 
through 1964-65. 
Table 14. Average labor productivity by sectors: Pakistan, 1951-1968& 
(Rupees) 
Sector 1951 1961 1968 
Agriculture, Forestry and Fishing 883 763 792 
Mining and Quarrying 3364 3565 6905 
Manufacturing 1114 1476 1409 
Construction and Public Utilities 1343 2398 2695 
Commerce 2757 2833 1973 
Transport, Storage and Communications 4122 3832 2062 
Services 1171 887 1021 
Total 1133 1105 1182 
^Sectoral value added in constant 1959-60 factor cost. 
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It is evident that a rapid acceleration in the growth rate of the 
employed labor force occurred during the two sub periods from 2.8% in 
1951-1961 to 37o in 1961-1968. While such an acceleration was occurring 
g 
the average labor productivity remained virtually unchanged (Rupees 
1133 in 1951; Rupees 1105 in 1961 and Rupees 1182 in 1968). 
In Manufacturing, Mining and Quarrying and Construction and Public 
Utilities sectors, labor productivity per man is high and increasing over 
time. This phenomenon could be attributed to economies of scale, in­
creasing capacity utilization resulting in increased productivity of 
maintenance and administrative personnel, technical change embodied in the 
installation of new plant and equipment and a tendency for the market 
shares of the more efficient firms to increase more rapidly in a fast 
10 
growing economy. 
Sectors such as Commerce and Transport, Storage and Communications 
indeed possess high labor productivity per man but this seems to be de­
clining over time. These sectors contain a large component of public 
sector investments and a conscious policy to provide higher employment 
may have led to the declining trend in productivity. 
The third category of sectors comprising Agriculture, Forestry and 
Fishing and Services display low productivity per man as well as a de­
clining labor productivity over time. The Agriculture sector is character­
ized by a high degree of underemployment and serving the role of a sector 
which mops up the residual labor force. 
^Average productivity as provided by the Planning Commission is: 
Agriculture, 1,091; Manufacturing, 1,589 in 1965; Agriculture 1,233; 
Manufacturing 1,978, in 1970. 1970 figures are estimates. 
^^Similar explanations by Frank (30t^ p. 280) for Nigerian economy and 
by Thorbecke and Stoutjesdijk (127, p. 35) for economy of Peru, 
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CHAPTER III, NATURE AND EXTENT OF UNEMPLOYMENT AND 
UNDEREMPLOYMENT IN PAKISTAN 
The purpose of this paper is to examine the nature and magnitude 
of unemployment and underemployment as they exist in Pakistan today. It 
is essential to recognize that if policy making is to be relevant to 
this crucial problem of Pakistan today, at least an approximation of 
the general nature and magnitude of unemployment and underemployment 
has to be made. I propose to thoroughly examine existing data and 
studies and wherever necessary supplement them by reasonable assumptions. 
In the first section an evaluation is made of the unemployment 
figure derived from the decennial Population Census Data. An attempt is 
then made to derive an estimate of the unemployment equivalent from the 
data on number of hours worked as obtained from the National Quarterly 
Sample Survey conducted by the Central Statistical Office of the Govern­
ment of Pakistan for a number of years following the last Population 
Census of 1961. 
In the second section an examination is made of the various surveys 
and studies made at different time periods to assess the magnitude of 
unemployment in the economy as a whole. This section is wound up by 
making a c omplete assessment of the magnitude of nonagricultural un­
employment in the two wings (East and West Pakistan) of the country. 
The third section presents an analysis of the nature of urban un­
employment in Pakistan, In particular an attempt is made to estimate the 
unemployment rate in some prominent cities of both East and West Pakistan. 
The fourth section is devoted entirely to determining the magnitude 
37 
of unemployment and underemployment in the agricultural sector. Here 
not only aggregate unemployment estimates are derived for both the wings 
of the country but also based on micro level or village studies, the 
seasonal and structural components of agricultural unemployment are 
quantified. 
The following section looks at the regional distribution pattern 
of the total unemployment in Pakistan. This is a very significant aspect 
that has to be examined as we have noted earlier that the geographical 
separation of the country has resulted in the almost complete lack of 
labor mobility between East and West Pakistan, The fact that the bulk 
of the nation's investments, imports, foreign aid, etc, are channeled 
into West Pakistan together with the fact that Pakistan's capital is 
located in West Pakistan had a major role to play in the creation of 
the current situation where 70% of Pakistan's unemployed reside in East 
Pakistan. 
I would like to point out to the reader that although some of the 
studies that will come up for examination are not very recent, yet it 
would help us a great deal in tracing the development of the situation 
through this period. It is in the final section that an overall assessment 
is made of the nature and magnitude of unemployment and underemployment 
in Pakistan on the basis of the studies, estimates and surveys that are 
examined and in terms of sectoral, seasonal, structural urban and regional 
unemployment. 
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Census Data 
According to the census definition of 1961 the unemployed labor 
force was found to be a meagre 1.01 per cent of the total labor force 
(46; p. IV), Even the subsequent Quarterly National Sample Survey re­
vealed the existence of unemployment of the order of 1.24 per cent of 
the total labor force in 1967-68, The significance of these figures as 
measures of overall un- and underemployment is of course very limited 
given that the data on employment conceal a considerable measure of un­
deremployment. 
Limitations of the data^ 
A high degree of illiteracy combined with the lack of sufficiently 
trained enumerators in Pakistan affects reliability of statistics ad­
versely, Reliability of data has been questioned even for urban areas 
where people are comparatively more educated and better aware of the 
importance of accurate census reporting (118), A higher degree of mis-
reporting in rural areas (86,4 per cent of the total population being 
rural in 1961) is certainly plausible, 
1 
The unemployment figure through the same kind of survey stood at 
1,13 per cent in 1965 and 1,28 per cent in 1966-67 (56, p, 11 and 55, 
p, 11, Table 5), 
^he very same limitations exist with respect to National Quarterly 
Sample Surveys of the Central Statistical Office of the Government of 
Pakistan as their scope, coverage and methodology are identical with 
those of the National Census, 
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Reliability of data regarding working status is somewhat doubtful 
as the enumerators and respondents may not bother to report the exact 
economic activity as it involves answering comparatively lengthy and 
complicated questions. Indeed, the vast majority of the people being 
illiterate (84.7 per cent in 1961), it required some effort and tact by 
the field staff to make them understand the questions in order to ob­
tain correct answers. 
Some of the problems that may arise with respect to data of the 
1951 and 1961 Censuses,especially with the latter are as follows: 
1. The Population Census of a country like Pakistan with a current 
population of more than 122 million requires a large number of field 
staff. The limited financial and trained manpower resources of the 
country do not permit the use of full time qualified staff to undertake 
this stupendous task. While the regular administrative machinery em­
ployed is overextended, school teachers and students act as enumerators 
in the field on a voluntary basis. The latter are not generally con­
versant with the terminology used in the concepts of labor force. 
2. In Pakistan, it is believed, the age limit for economic enumera­
tion has great influence on age-reporting. The age limit for inclusion 
in the Labor Force or Economically Active Population was 12 years in the 
1951 Census. In the 1961 Census this was lowered to 10 years. This 
lowering of the age limit from 12 in the 1951 Census to 10 in the 1961 
Census resulted in overreporting of the age group under 10, This can 
be attributed to the tendency of the enumerators to understate the age of 
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persons in the age group 10-19, particularly those not economically ac­
tive. By understating the ages, the enumerators, who had the prerogative 
to estimate age, could save one-third of the work by not completing 
questions about economic characteristics of the respondent (28, p. 78). 
Similarly in the 1951 Census the age group under 12 (10-11 in particular) 
was very heavily overreported (128), 
3. In a basically agrarian economy like that of Pakistan, there 
is a seasonal variation in the demand for labor (nature and extent of 
which will be discussed subsequently) during the sowing and harvesting 
season of main crops such as jute and rice in East Pakistan and wheat 
and cotton in West Pakistan. These busy seasons are characterized by 
a higher proportion of casual and unpaid family workers in the labor 
force. If such seasonal workers are enumerated when they are performing 
no economic functions, they will be reported as 'neither working nor 
looking for work' or 'housewives', and therefore they are not eligible for 
inclusion into the Labor Force, 
The Census was undertaken from January 12 to the dawn of February 1, 
1961 which is a time when economic activity, especially in agriculture, 
is relatively sluggish. It is likely that this might have prompted under­
estimation of the labor force (58), This implies that exclusion of some 
such members from the Labor Force who may have been idle contributed to 
the estimation of an incredibly low unemployment figure for the country, 
4, The question asked on the economic status in 1961 seems to mani­
fest two different concepts; 'the gainful worker' concept was applied 
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to the agricultural population and 'the labor force' concept to the 
non agri cultural population. 
It is suggested that the 1961 Census definition of nonagricultural 
labor force based on activity during a brief time inteirval of one week 
would have some effect of excluding from the labor force some persons 
who might otherwise be reported as economically active if the time in­
terval would have been larger. No special effort has been made to 
identify and classify such persons as active (29, p. 79). 
5. One major error in the 1961 Census arises out of the interpreta­
tion of the notion of 'looking for work'. According to an I.L.O, Survey 
in 1956, self-employed or independent and unpaid family workers con­
stituted about 60 per cent of the total rural labor force. The per­
centage of rural labor force looking for work was very small and varied 
between 2.2 and 3.1 per cent in different regions (75, pp. 23-42), thus 
indicating that independent workers and unpaid family workers do not con­
sider themselves unemployed even if they are working only a few hours a 
week. In fact cultivators do not regard themselves as unemployed if 
their families own land and they are supported by the general activity 
of the household (5, p. 7). A survey of four different rural areas of 
East Pakistan revealed that the percentage of total active members who 
reported as being completely unemployed throughout the whole year and 
as seeking a job in the labor market was very small—0.27 per cent in 
^According to the 'gainful worker' standard, the economically active 
are simply those who report some usual occupation in the census without 
referring, to when the work was done. The 'labor force' standard counts 
only the number of people actually at work (or seeking work) during some 
particular period. 
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Narayanganj, 0,48 per cent in Feni, 0.6 per cent in Rajbari and 0.09 per 
cent in Rangpur (24). The proportion of self employed workers and un­
paid family workers in the 1951 and 1961 Censuses amounted to as much 
as 82.3 per cent and 76.9 per cent of the total labor force respectively 
(138, p. 21). In 1967-68 it amounted to 67.7 per cent of the employed 
labor force (16, p. 33). 
6. There is a consensus of opinion that in an agrarian economy 
like that of Pakistan underemployment is more rampant than unemployment. 
7. Another reason for underreporting of the degree of unemploy­
ment is that for the unpaid family help there was no fixation of minimum 
hours worked in the reference period (5, p. 7). 
8. There is yet another problem arising out of the interpretation 
of the notion of 'looking for work'. The lack or apparent lack of 
4 
suitable jobs may discourage members of the 'fringe group' from seeking 
jobs. It is obvious that if the notion of 'seeking work' is not in­
terpreted broadly, the underreporting of female labor force participants 
is inevitable, particularly in developing countries where economic con­
ditions restrict the number of so-called 'suitable jobs'. Such a defini­
tion of unemployment which considers people who are only voluntarily un­
employed naturally leads to a very low unemployment level, especially in 
view of the fact that the level of skills is extremely low in 
4 
Fringe group refers to the group of persons on the outskirts of 
the labor force. This group is not clearly in or out of the labor force 
and may join the labor force if suitable jobs are offered,otherwise 
may remair in the noneconomic status if jobs of their choice are not 
available (29, p. 79), 
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Pakistan^ compared to the relatively high skill requirements to qualify 
for the available jobs. In the case of Pakistan, this factor is 
operating more vigorously. As a traditional society, generally men 
are preferred over women in most jobs. Due to the high rate of unem­
ployment and underemployment (to be discussed subsequently), it can 
easily be visualized that fewer job opportunities are left for females— 
a deterrent factor in reporting of females even as looking for work,^ 
Unemployment Equivalent, 1967-68 
Although the Quarterly National Sample Survey in 1967-68 revealed 
unemployment of the order of 1,24 per cent of the total labor force, 
and in spite of the limitations underlying the definition of unemploy­
ment, data provided by the same survey could be used to determine the 
Out of the total employed labor force, the proportion of profession 
al, technical and related workers amounted to only 1.86 per cent in 1967-
68 and the proportion of administrative, executive and managerial workers 
was 0,41 per cent in the same year (56a, p. 13, Tables 15, 16, 17), These 
two categories together are commonly believed to constitute "high level 
manpower", 
^The criteria for 'looking for work' was (5, pp. 13-14): 
(a) Registration at an Employment Exchange, (As these were available 
only at a few urban centers, these were beyond the reach of rural work­
ers who formed the bulk of the labor force.) 
(b) Applying in person to a prospective employer, 
(c) Placing or answering advertisements, 
(d) Writing letters of applications. 
(e) Working without pay in order to get experience and training. 
It is little surprise, therefore, that the use of the above criteria in 
identifying someone as 'looking for work' yielded an extremely small num­
ber. It must be remembered that in 1961, 84,7 per cent of Pakistan's pop 
ulation was reported as being illiterate (literacy being defined as being 
'able to read with understanding short statements') (51, p, 52, Table 2), 
Even in 1967-68, 69,76 per cent of the total employed persons never at­
tended school (56a,p, 41, Table 26), 
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full-time equivalent unemployed of the underemployed. The I.L.O. 
Manpower Survey found that under conditions in Pakistan an average of 50 
hours of work per week would constitute full time employment for a worker 
(78, p, 17). Mahbubul Haq of the Perspective Planning Section of the 
Pakistan Planning Commission accepts the validity of this finding and 
uses it as a basis for his computations (64, p. 240). Wouter Tims also 
makes assumptions for full-time employment for an individual worker in 
terms of man-years which when viewed in terms of a week, full-time em­
p l o y m e n t  a m o u n t s  t o  5 0  h o u r s  a  w e e k  p e r  w o r k e r  ( 1 2 9 ,  p .  2 ) J  
Therefore assuming that full-time employment for these workers is 
about 50 hours or more per week, we find that there are about 21.6 mil­
lion workers (out of the total employed labor force of 41,3 million) work­
ing less than 50 hours or who are underemployed. The aggregate number of 
hours worked per week by the 21.6 million underemployed workers amounted 
to 808 million as compared to 1080 million had they worked 50 hours. 
If the difference between the two totals is divided by 50 hours, we 
obtain the number of full-time equivalent unemployment that the underem­
ployed workers represent. This total is 5.4 million workers. If we take 
into account the '1.24 per cent' unemployed of the labor force as revealed 
by the survey, altogether the unemployment figure amounted to 14.3 per 
cent of the total labor force (see Appendix, Table 76). 
^Tims assumed average hours of 2200 for East Pakistan and 2600 for 
West Pakistan as constituting one man-year of employment (129, p. 2, 
Table 1). 
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International Labor Organization Survey 
The first available survey on Pakistan which provides considerable 
information about unemployment and underemployment existing in Pakistan 
in 1955 is the one carried out by the International Labor Organization 
under the Expanded Program of Technical Assistance (75), The main 
features of the findings can be summed as follows. 
Unemployment 
The survey estimates revealed that in the country as a whole, the 
unemployed formed only 3.2 per cent of the labor force. The average 
percentage rate was, however, slightly higher in East Pakistan than in 
West Pakistan (3,5 percent as against 2.8 per cent),® 
Both in East and West Pakistan the rate of unemployment was highest 
in large towns and lowest in villages, with smaller urban areas in 
between. In each of these three categories the unemployment rate in 
East Pakistan was higher than in West Pakistan, In large towns the rate 
was as high as 10,3 per cent in East Pakistan as against 6,4 per cent 
in West Pakistan, The smaller difference between the regional average 
unemployment rate can be explained by the fact that a far greater pro­
portion of the labor force in East Pakistan resided in the villages. 
®Once again such a low figure may partly be attributed to the fact 
that family workers working less than 15 hours a week were not treated 
as economically active and were not considered as part of the labor force 
(133, p. 381 and 5, p. 10), 
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Table 15. Labor force by employment status in Pakistan, 1955^ 
Employment status West Pakistan East Pakistan 
1. Large towns : 
Wage earners 54,4 53.4 
Independent workers 27.3 26.2 
Unpaid family workers 10.0 9.4 
Looking for work 6.4 10.3 
Employed not at work 1.9 0.7 
Total 100.0 100.0 
2. Smaller urban areas: 
Wage earners 43.0 36.7 
Independent workers 35.8 36.7 
Unpaid family workers 16.0 19.6 
Looking for work 3.5 6.0 
Employed not at work 1.7 1.0 
Total 100.0 100.0 
3. Villages; 
Wage earners 39.1 35.5 
Independent workers 32.5 36.4 
Unpaid family workers 25.1 19.6 
Looking for work 2.2 6.0 
Employed not at work 1.1 1.0 
Total 100.0 100.0 
^Sources: (75, p. 83; 133, p. 380). 
Underemployment 
Table 16 reveals several significant features of underemployment 
in Pakistan at that time. The main features of the findings were; 
a) In East Pakistan the proportion of persons reported as under­
employed (in the sense that they worked less than 26 hoursj that is, 
half or less of the average working week of 50 hours) was about 17 per 
cent of the total number at work in the reference period, or 2.5 million 
persons. The great majority of them were in the villages and the smaller 
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Table 16. Distribution of employed persons by weekly hours at work, 
Pakistan, 1955® (percentages) 
Number of West Pakistan East Pakistan 
hours working Wage and Inde­ Unpaid Wage and Inde­ Unpaid 
week before salary pendent family salary pendent family 
interview earners workers workers earners workers workers 
15 or less 1 1 
_b 
1 2 _b 
16 - 25 1 2 8 4 18 29 
26 - 30 2 2 5 5 13 11 
31 - 35 9 3 2 6 9 7 
36 - 40 11 5 8 9 4 5 
41 - 45 11 6 7 11 8 7 
46 - 50 31 27 26 16 10 11 
51 - 55 5 8 4 5 3 5 
56 - 60 14 20 19 21 16 14 
61 - 70 9 15 13 17 13 9 
71 - 80 2 5 4 2 2 1 
81 and over 4 6 4 3 2 1 
Total 100 100 100 100 100 100 
^Sources; (75, p. 89 and 5, p. 10), 
^Unpaid family workers working less than 15 hours per week were not 
reckoned in the labor force. 
urban areas. 
In West Pakistan the underemployed by the same criterion represented 
no more than 4.7 per cent of the total number at work, or about 500,000 
persons. Here again the majority were living in the villages. 
b) In both East and West Pakistan, the bulk of the people working 
25 hours or less per week were in the 16-25 hours category, the number 
9 
Even this underemployment rate could be considered as too low due 
to the fact that a person was classified as underemployed provided he or 
she was reported to be looking for more work (5, p. 10), 
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working 15 hours or less relatively very small probably in view of the 
fact that unpaid family workers who might have been in this category 
were not even included in the labor force. 
c) Within each employment status category the rate of underemploy­
ment was by far the highest among unpaid family workers, independent 
workers came next, and it was as expected lowest among wage earners. 
In East Pakistan the rate among unpaid family workers was very high. 
Seasonal fluctuations in employment 
From the survey it appears that seasonal fluctuations in employment, 
which occur mainly in agriculture, are more pronounced in East than in 
West Pakistan. In East Pakistan about 48 percent of the labor force 
covered in the sample reported that they had a slack season, during which 
almost two-thirds of them worked less than 30 hours per week. It was 
also observed that the majority of the casual laborers found it difficult 
to obtain work for more than 15 to 20 days per month during the slack 
season. In West Pakistan only about 13 per cent of the labor force in 
the sample reported a slack season, during which about one-third of 
them worked less than 30 hours per week, 
Pakistan Planning Commission Estimates 
The Third Five-Year Plan 
The T hird Five-Year Plan gives us the employment situation for 
Pakistan as a whole as shown in Table 17, It is obvious from this table 
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Table 17, Labor force and employment, Pakistan 1950-70* (million 
man years) 
Employment in: 1950-51 1954-55 1960-61 1964-65 1969-70 
Agriculture 16,25 16,90 17,85 19,30 21,80 
Other 5,45 6,65 8,30 10,40 13,40 
Total 21,70 23,55 26,15 29,70 35,20 
Man-year equiva­
lent of partial 
unemployment 5,60 6,55 7,55 7,55 6,25 
Labor force 27,30 30,10 33,70 37,25 41,45 
Unemployment as 
percentage of 
labor force 20,5 21,8 22,4 20,3 15,1 
^Source; (58, p. 151), 
that during the period 1950-51 through 1960-61 unemployment situation 
deteriorated from a proportion of 20,5 per cent in 1950-51 to 22,4 per 
cent in 1960-61, During the Second Five-Year Plan period (1960-65) 
there seems to have been some improvement. The Plan tries to throw some 
light on how these figures were arrived at by stating that: "On the 
basis of assumptions about normal hours of work and about number of 
hours required for specific crops and livestock, it is estimated that 
Unemployment here really is unemployment equivalent as both un­
employment and underemployment is incorporated into this estimate. 
This is rightly so because all calculations are in terms of man-hours 
and comparison is made between total man-hours of labor employed in 
the economy with the amount of man hours required to produce the given 
output, under given conditions of production. 
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in the agricultural sector 6,3 million man-years of labor were not 
utilized in 1961, In addition, there is unemployment and underemploy­
ment in the nonagricultural sector. For the terminal year of the 
Second Five-Year Plan, it is estimated that approximately 7,6 million 
man-years, or about 20 per cent of the labor force, were not used for 
any productive purposes" (58, p, 217), 
Employment by regions and sectors 
In contrast to the Planning Commission estimate of 15,1 percent 
unemployment of the total labor force in the Third Five-Year Plan, a 
subsequent Planning Commission publication in 1969 discloses the unem­
ployment figure of 19,2 per cent of the total labor force in 1969-70, 
The information provided in Table 18 shows (similar to that of the Third 
Five-Year Plan figures) some Improvement in the unemployment situation 
was attained over the period from 1960-61 through 1964-65, when the 
economy grew most rapidly (GNP grew at a compound annual rate of 5,4 per 
cent during 1959-60 to 1967-68), Since then the unemployment situation 
has remained virtually unchanged. 
It is obvious that the vast majority of the labor force is agri­
cultural and it is the agriculture sector which provides most of the em­
ployment, It is therefore natural that it is the agricultural sector 
wherein is located the major part of the unemployed labor force. Al­
though the nonagricultural unemployment rate shows a small decline 
during 1960-61 through 1964-65, the overall decline in the unemployment 
rate during the same period can largely be attributed to the decline in 
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Table 18, Labor force and employment, Pakistan: 1960-61 through 
1969-70* (million man-years) 
Year; 1960-61 1964-65 1969-70^ 
Total labor force 33,41. 36,72 42,27 
Agriculture 25,01 26,88 30,16 
Nonagriculture 8,40 9,84 12,11 
Total employment 25,37 29,52 34,14 
Agriculture 17,42 20.17 22,58 
Manufacturing 2,69 3,18 3.70 
Others 5,26 6,17 7.86 
Unemployment 8,04 7,20 8,13 
Agriculture 7,59 6,71 7,58 
Nonagriculture 0.45 0,49 0,55 
Unemployment as a percent 
of labor force; 
Total 24,10 19,60 19,20 
Agriculture 30,30 25,00 25,10 
Nonagriculture 5,40 5,00 4,50 
^Source; (39; 120, p. 61, Table III-5). 
^Estimated, 
the unemployment rate in the agricultural sector. This characteristic 
is most prominently demonstrated in what happened to the situation dur­
ing the subsequent five years. Indeed between 1964-65 and 1969-70 while 
the non agricultural unemployment rate declined, the high agricultural 
unemployment rate remained unchanged, thereby preserving the overall un­
employment rate as high as it was in the beginning of the five-year 
period. 
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Mahbubul Haq's Estimate 
According to the study made by Mahbubul Haq it is found that the 
unemployment situation deteriorated during the first eighteen years 
since Pakistan's independence. In spite of the difficulties encountered 
in estimating he found that the number of unemployed increased by about 
2,6 million workers, that is by about 70 per cent during the decade of 
the '50s. His estimates show no signs of improvement until 1965. Only 
in 1970 some improvement is expected when the overall unemployment rate 
declines from an estimated 21.5 percent in 1965 to 19,1 percent in 1970, 
If we are to accept Mahbubul Haq's projections as reflecting the true 
employment situation for years to come, then the high hopes placed by 
the Pakistan Planning Commission of achieving the full employment target 
by the end of the Perspective Plan Period (1965-85) is likely to meet 
with complete failure, for as shown by Haq unemployment rate would still 
be as high as 12.4 per cent of the labor force in 1985, 
Table 19. Labor force and employment, Pakistan, 1950-70* (in millions) 
Total labor Employed labor force Total un-
Fiscal year force Agric. Indus, Services Total employed % 
1950 (actual) 24.0 13,8 1,3 5,2 20,3 3,7 15,4 
1955 (actual) 26.5 14.2 1,7 5,8 21,7 4,8 18,1 
1960 (actual) 29.2 14,6 2,1 6,2 22,9 6,3 19,4 
1965 32.5 16,0 2,6 6,9 25,5 7,0 21,5 
1970 36.2 17.4 3,6 8,3 29,3 6.9 19,1 
^Source: (62, p. 89). 
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Nonagricultural Employment Computed on the Basis of Studies Made 
by Wouter Tims (129 and 130 ) and Joseph J. Stern (119) 
Taking the changes in labor productivity into account, Wouter 
Tims derives the employment elasticities relating sectoral employment 
changes to changes in sectoral value added. The relevant employment 
elasticities and the changes in employment and value added by sectors 
are shown in Table 20. The implicit rate of change in the sectoral 
labor productivity underlying the estimates of sectoral employment as 
computed by Joseph J. Stern (119) are shown in Table 21. Using these 
estimates the nonagricultural employment in West Pakistan is derived as 
presented in Table 22. 
Table 20. Employment elasticities percentage changes in value added 
and employment® 
Employment Percentage change 
Elasticity Value added Employment 
East Pakistan 
Manufacturing: 
1960-61 to 1964-65 0.46 21.5 10 
1964-65 to 1969-70 0.50 58.3 29 
Other sectors: 
1960-61 to 1964-65 0.80 19.4 16 
1964-65 to 1969-70 0.82 26.4 22 
West Pakistan 
Manufacturing: 
1960-61 to 1964-65 0.36 61.3 22 
1964-65 to 1969-70 0.38 27.9 11 
1969-70 to 1974-75 0.40 38.9 16 
Other sectors: 
1960-61 to 1964-65 0.72 24.0 17 
1964-65 to 1969-70 0^75 39J 30 
^Source: .Employment elasticities from Tims (129) and the remainder 
from Stern (119, p. 8). 
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Table 21, Compound rate of growth in output/worker^ 
Agriculture 
Mining and 
manufacturing 
Other . 
services 
East West Pakistan East West Pakistan Pakistan 
1960-61 to 1964-65 -1,5% -0,9% -0,2% 2,4% 7,3% 5.9% 3.2% 
1964-65 to 1969-70 0,2 3.4 1.7 4.0 2.9 3.1 0.9 
Value added in constant 1959-60 prices, 
^ot calculated on a provincial basis as national accounts data do 
not give regional breakdown of all service sectors, . 
Table 22, Nonagricultural employment in West Pakistan and East Pakistan, 
1960-61 through 1969-70 (million man-years) 
Wing; East Pakistan West Pakistan 
Year; 1960-61 1964-65 1969-70 1960-61 1964-65 1969-70 
Labor force 2,68 3.13 3.90 5,72 6,71 8,21 
Employment 2,51 2.89 3,60 5,44 6,46 7,96 
Unemployment 0,17 0.24 0,30 0,28 0.25 .0,25 
Unemployment as 
% of labor force 6,34 7.68 7,69 4,90 3.73 3.05 
Urban Unemployment in Pakistan 
Information on the exact nature and magnitude of unemployment in 
urban areas or in cities of Pakistan are not available. However it may 
be possible to form some idea about this variable through the few surveys 
that are available and by means of some kind of induction. 
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I.L.O. survey 
As indicated earlier the I.L.O. Manpower Survey revealed that for 
both East and West Pakistan the unemployment rate was highest in large 
towns and lowest in villages, with smaller urban areas in between. In 
each of these categories the unemployment rate was higher in East Pakis­
tan than in the West. In large towns the unemployment rate was as high 
as 10.3 per cent in East Pakistan as against 6.4 per cent in West 
Pakistan. 
Table 23, Unemployment in large towns and smaller urban areas; East 
and West Pakistan, 1955^ (percentages of labor force) 
Looking for work 
East West 
Pakistan Pakistan 
Large towns 10.3 6.4 
Smaller urban areas 6.0 3.5 
^Source; (75, p. 83; 133, p. 380). 
1961 census 
The 19bl Census revealed unemployment rates in the cities of Pakis­
tan too low to be credible. This can once again be attributed to short­
comings in the definition and concepts underlying the census data leading 
to serious underestimations as explained at the beginning of the paper. 
For example, unemployment rates in some Pakistani cities expressed as 
percentages of their respective labor forces were; 
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Table 24. Percentage of labor force unemployed in principal cities 
of Pakistan, 1961& 
City/Province 
Not working 
Looking for work City/Province 
Not working 
Looking for work 
East Pakistan West Pakistan 
Dacca 2,09 Karachi 5,36 
Chittagong 4,16 Lahore 0,98 
Khulna 2,73 Peshawar 3,85 
Saidpur 5,09 Hyderabad 1,62 
Comilla 2,98 Quetta 0,35 
Rajshahi 2,89 Lyallpur 2,26 
Mymensingh 1,58 Bahawalpur 2,67 
Barisal 1,05 Multan 1,76 
Narayanganj 0,98 Gujranwala 1,49 
Sukkur 0,79 
Shikarpur 0,51 
^Source; (46, pp. 35-38, Table 2). 
Survey of Karachi City 
Karachi is the largest city and a former capital of Pakistan, en­
joying a status similar to that of New York City in the United States, 
Karachi is the largest city both in terms of area (230 square miles) and 
in terms of population (2,151,400 in 1962) and at the same time it is 
considered as the industrial and commercial nerve center of the country. 
The survey conducted in 1959 (68) revealed that unemployment rate 
amounted to 3.3 per cent of the labor force. For male members this rate 
was 3,4 per cent and for the female members of the labor force it was 0,9 
per cent. This survey adopted definitions and methodology similar to that 
of the Census Surveys and therefore was once again subject to the same 
kind of shortcomings. However comparing the situation with the National 
Census conducted just two years later revealed that the unemployment rate 
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for Karachi had deteriorated. In 1961 it rose to 5.2 per cent overall; 
to 5.3 per cent for the male labor force and 2,7 per cent for the female 
labor force. In spite of the limitations contained in the data as dis­
cussed earlier these figures at least give us some idea about the rate at 
which unemployment is increasing in the cities. For example, within a 
span of two years (1959 to 1961) total unemployment had increased by 84.5 
per cent. While the unemployment for the male members grew by 84.1 per 
cent, for the female labor force unemployment in 1961 grew by 277.5 per 
cent over that prevailing in 1959. 
Table 25. Population of Karachi by sex, economic categories and em­
ployment, 1959 and 1961* 
Economic Both sexes Male Female 
categories 1959 1961 1959 1961 1959 1961 
Total population 1,803,175 2,044,044 999,250 1,161,990 803,925 882,054 
Labor force 
(7o population) 31.8 33.6 55.3 56.7 2.7 3.2 
Working labor force 
(% labor force) 96.7 94.8 96.4 94.7 99.1 97.3 
Unemployed 
(7. labor force) 3.3 5.2 3.6 5.3 0.9 2.7 
Percentage increase 
in unemployment 
1951-1961 84.5 84.1 277.5 
^Sources: (68, Tables 3.01 and 3.03; 52, 9). 
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Another feature of the findings of this survey is that for the 
unemployed segment of the labor force, Table 26 reveals that unemployed 
young males constitute a significant proportion. On the average, one 
out of every five males seeking work is under 20 years of age. 
Q 
Table 26, Unemployment by sex and selected age groups, Karachi, 1959 
Percentage of total unemployment 
Age group Both sexes Male Female 
15 - 19 years 8.7 19,8 0.0 
20 - 64 years 89,6 72,9 62,5 
65 and over 1.7 7.3 37.5 
Total (15 years and over) 100.0 100.0 100.0 
^Source: (68, Tables 3.02 and 3.20). 
Seasonal or cyclical unemployment as revealed by the temporary nature 
of employment 
Table 27 indicates that of the labor force in the four industries 
surveyed, 63 per cent of the workers were reported by employers to be 
permanent. Slightly more than one-third of the labor force, on the other 
hand, would seem to have no job security since they are classed as tem­
porary. 
It seems likely that the firms try to shift the burdens of short run 
cyclical or seasonal uncertainty on to the workers. The data exhibit a 
pattern of temporary labor size by firm in three of the four industries 
and for the aggregate. Excluding firms with 0-9 workers (which are mostly 
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Table 27. Nature of job of Karachi workers (percentages)^ 
Strata Indust Textiles Engineering Plastics Leather All ind. 
by num- Nature Per- Tern- Per- Tern- Per- Tern- Per- Tern- Per- Tem-
ber of of job ma- po- ma- po- ma- po- ma- po- ma- po-
workers nent rary nent rary nent rary nent rary nent rary 
0 - 9  66 34 71 29 76 24 63 37 69 31 
10 - 19 36 64 36 64 34 66 41 59 36 64 
20 - 49 40 60 44 56 55 45 22 78 39 61 
50 - 99 47 53 67 33 63 37 63 37 59 41 
100 and over 65 35 74 26 67 33 — — 66 34 
Total 63 37 66 34 56 44 39 61 63 37 
^Source: (85, p. 613, Table XIII). 
family enterprises), the proportion of temporary labor varies inversely 
with the size of the firm in all the industries (except leather) in­
dividually and in the aggregate. The commitments to labor are relatively 
higher in the larger firms compared with smaller firms. This indicates 
that due to cyclical or seasonal variations in the business, small-scale 
firms hire primarily temporary workers. 
In sum, this finding in the case of workers living in the country's 
largest and the most industrialized and commercialized city strongly con­
firms our belief that unemployment due to cyclical and seasonal variations 
is rampant not only in the industries located in the cities but in the 
industrial sector as a whole. 
11' As pointed out earlier even the Planning Commission recognizes this 
fact when it observes in the Third Five-Year Plan that, "...there is unem­
ployment and underemployment in the nonagricultural sector" (58, p. 17). 
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Survey of private industrial establishments 
A census of private industrial establishments was carried out mostly 
in the mid '60s covering twenty-three principal cities of Pakistan, 
Census reports are available for some individual cities separately, A 
consolidated report is also available for all these cities. This census 
provides information on employment in private industrial establishments 
for each of these cities. The coverage was quite extensive—all estab­
lishments engaged in any kind of economic activity were enumerated in 
the census, specifically it included; 1) Manufacturing establishments, 
2) commercial establishments including banks, insurance companies and 
wholesale and retail trade, 3) service establishments including offices 
of lawyers, doctors, schools and colleges run on a commercial basis, 
hotels and restaurants, cinema houses and repair shops. Those excluded 
from the census were; 1) All government and semi-government institu­
tions, 2) trade associations and unions, etc,, 3) nonprofit charitable 
institutions, and 4) vendors, hawkers, pedlars, etc. 
Population estimates for each of these cities are provided in the 
12 
census report for the various years the census was conducted. Apply­
ing the labor force participation rates as obtained in the 1961 popula­
tion census for each of these cities to the prevailing population figure 
we obtain the total labor force for each city in the relevant year (that 
^%'he population projections have been made on the basis of 1951-61 
intercensal net growth rate for various cities/towns as yielded by the 
census data (52, p, 8), 
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is the year the census of establishment was carried out).^^ In Table 
13 is shown the total labor force obtained on this basis as well as the 
total employment for all establishments as obtained for each city under 
the survey.Except for the cities of Dacca and Narayanganj it is 
found that these private industrial establishments provide employment 
for a meagre 40 per cent of the cities' labor force. In some cities, as 
is evident from Table 13, employment from these sources is as low as 17 
to 20 per cent. As government and semi-government establishments are 
excluded from this census, employment figures for these sectors are not 
available. However, it is known that the government sector employs less 
than one-third of the employed labor force (62, p. 2, Section II), On 
this basis, though exaggerating a little, let us assume that the govern­
ment sector employs one-third of the total force in each city. The 
government employment thus obtained together with the employment in pri­
vate industrial establishments gives us the size of aggregate employment 
for each of these cities. Total employment therefore ranges from 53 per 
cent to 85 per cent of the total labor force in these cities as shown 
in Table 28, Maybe a part of the remainder of the labor force is self-
employed or ends up as street vendors, hawkers, pedlars, etc,, the sector 
which is believed to perform the role of mopping up of the residual labor 
force, 
13 
It has been observed that in just two years time the labor force 
participation rate for Karachi city increased from 31,8 per cent in 1959 
to 33,52 per cent of the population in 1961 (as revealed by the 1959 sur­
vey and the 1961 census). Our assumption of constant participation rate 
for different cities is not unreasonable because this gives us a labor 
force estimate the size of which is likely to be at least as large as 
the actual. 
l^See Appendix, Table 7 7 for employment by sex and industry division 
in private establishments of principal cities. The labor force partici­
pation rates for each city is also shown. 
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Table 28, Labor force and employment in the principal cities 
Employment Employment Employment 
in private in govern­ as 7, of 
industrial ment Total total 
Labor establish­ sector employ­ labor 
City/Region Year force ments ment force 
East Pakistan .a 
Chittagong 1964 179420 84197 59807 144004 80,26 
Khulna 1964 90526 26955 30175 57130 63,10 
Saidpur 1965 18611 3541 6204 9745 52,36 
Raj shahi 1965 17786 6113 5929 12042 67,70 
Mymensingh 1965 24639 5232 8213 13445 54,56 
Barisal 1965 24564 5988 8188 14176 57,71 
Comilla 1965 16488 7030 5496 12526 75,97 
West Pakistan : 
Karachi 1962 721149 229161 240383 469544 65,11 
Hyderabad 1962 143355 30999 47785 78784 54,95 
Quetta 1964 32611 13640 10870 24510 75.15 
Lahore 1964 433952 162178 144651 306829 70,70 
Multan 1964 145931 45372 48644 94016 64,42 
Lyallpur 1964 192435 79448 64145 143593 74,61 
Peshawar 1964 79735 25394 26578 51972 65,18 
Bahawalpur 1965 31847 5313 10616 15929 50,01 
Sukkur 1965 35468 12535 11823 24358 68,67 
Gujranwala 1965 71275 36540 23758 60298 84,59 
Shikarpur 1966 17318 4015 5773 9788 56,51 
^Dacca and Narayanganj cities are left out because the present as­
sumption of government sector employing 1/3 of the total labor force (as 
against less than 1/3 of total employed labor force in reality) gives too 
exaggerated employment figures. Computed from sources; (52, pp, 8-9), 
Tables 1 and 2; 46, pp, 35-38, Table 2), 
As we noted earlier, unemployment situations in cities according to 
the 1961 census was too low to raise any alarm. Even if we are not pre­
pared to acknowledge that all of the remaining part of the labor force, 
whose employment status cannot be explained, is unemployed, these figures 
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at least Indicate that even if some fraction of this remaining labor 
force is unemployed, unemployment situation in cities is quite grave. 
Another significant feature revealed by this census of industrial 
establishments is that the bulk of the unemployment was accounted for 
by the commercial, manufacturing and service sectors. In almost all 
of the cities, it is in these three sectors that over 90 per cent of the 
total employment is located, which is very much in keeping with our ex­
pectations.^^ 
Unemployment and Underemployment in Agriculture 
The greatest difficulty lies in coming up with an adequate estimate 
of the exact magnitude of unemployment and underemployment in the agri­
cultural sector. We focus our attention first on estimates made at 
national levels. Subsequently we will look at certain surveys carried 
out at regional levels which provide us with valuable information 
about the nature and magnitude of seasonal unemployment in the country. 
Planning commission estimates 
The Third Five-Year Plan According to the Third Five-Year Plan 
of the Government of Pakistan, on the basis of assumptions made about 
number of hours worked and about number of hours required for specific 
crops and for livestock, it is estimated that in the agricultural sector 
about 6.3 million man-years of labor were not utilized in 1961 (58, 
^^See Appendix, Table 78 for the distribution of employment in the 
various sectors. 
64 
p. 217). The agricultural labor force in 1961 was 22.4 million persons 
(138, p. 21), and if we assume that if they were fully employed they 
would represent 22.4 million man-years of potential labor supply. 
The proportion of unemployment equivalent then amounts to 28.2 per cent 
of the labor force. 
Employment by regions and sectors As indicated earlier, the 
1969 publication by the Planning Commission estimated unemployment equiva­
lent in the agricultural sector as a proportion of the agricultural 
labor force between 1960 to 1970 is as follows (Source; 39); 
Year; 1960-61 1964-65 1969-70 
Unemployment equivalent^^' as 
a percentage of labor force 
in agricultural sector 30.3 25.0 25.1 
From the above figures it is clear that even today, according to 
this estimate, one-quarter of the total agricultural manpower resources 
is going to waste. Moreover, the unemployment situation has remained 
unchanged since 1965 though it showed some signs of improvement during 
the period 1960-65. 
Mahbubul Hag's estimate 
Essentially Mahbubul Haq indirectly estimates the extent of unem­
ployment by making certain assumptions; 
^^Both Wouter Tims (129, p. 2) and Walter P. Falcon (27) of Harvard 
University assumed one man year of employment as being equivalent to 2200 
man hours and 2600 man hours respectively for East and West Pakistan, 
l^it is necessary to point out that Planning Commission estimates are 
arrived at in terms of man hours and what they state as unemployment 
is really unemployment equivalent as these figures incorporate both 
un- and underemployment. 
65 
1) One single acre of rice crop would yield full employment for 
500 man hours, basing it on the experience of China where 472 man 
hours are required for one acre, single crop. 
2) A single crop acre for wheat took 244 man hours, 269 man hours 
for rice--ail based on the experience in China. 
3) It was further assumed that a farmer must devote 500 man hours 
in West Pakistan and about 300 man hours in East Pakistan to look after 
his 2.5 and 1,7 cattle respectively during the year, 
4) Double cropped area implied an equivalent increase in acreage 
for purposes of these calculations, 
5) Following the I,L,0, Manpower Survey which found that the 
average working hours for a fully employed worker were about 50 per 
week, it was assumed that in the conditions of Pakistan, 2500 man 
hours of work per year constituted full employment. 
On the above basis it was decided that a farmer in East Pakistan 
would require four acres, in addition to his cattle, to keep him 
fully employed for 2500 man hours, with the existing manual techniques 
of production in agriculture. For West Pakistan six acres of land were 
required per worker in addition to his cattle to keep him fully em­
ployed for 2500 man hours with the existing manual techniques. 
Table 29 reveals that unemployment for Pakistan as a whole 
amounted to 21,1 per cent of the labor force in agricultural sector in 
1949-50, The total agricultural unemployment is almost entirely explained 
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Table 29. Calculation of 'surplus' labor on land , Pakistan, 1949-50® 
Region 
East 
Pakistan 
West 
Pakistan 
All 
Pakistan 
Area under cultivation 
(million acres) 22.0 37.0 59.0 
Area being double-cropped 
(million acres) 7.0 3.0 10.0 
Total area available on a 
single crop basis 
(million acres) 29.0 40.0 69.0 
Area required per one fully 
employed worker (acres) 4 6 5 
Fully employed labor (3/4) mil. 7.2 6.6 13.8 
Estimated ag. labor force (mil.) 10.6 6.9 17.5 
Surplus labor on land (6-5) mil. 3.4 0.3 3.7 
^Source; (64, p. 241). 
by the high unemployment existing in East Pakistan agriculture. During 
the same period 32.1 per cent of the agricultural labor force in East 
Pakistan were unemployed as opposed to only 4.3 per cent in West 
Pakistan, 
Mahbubul Haq (64) estimates agricultural employment at 14.6 million 
workers for Pakistan in 1960 and the agricultural labor force according 
to the 1961 Census was 22.4 million. The unemployment rate, thereby 
amounted to 34.8 per cent of the labor force. This indicates tremendous 
increase in agricultural unemployment in Pakistan during the decade of 
the '50s. 
67 
An estimate for 1966-67 
By applying the same criterion of a 'standard holding' as used by 
Mahbubul Haq a rough estimate can be arrived at about the extent of 
18 
unemployment in 1966-67 which could give us an idea of the changes 
in unemployment over time, estimation of which is based on one given 
methodology. First of all we shall have to satisfy ourselves that the 
very same conditions under which Mahbubul Haq based his estimations 
were valid for the agricultural sector in 1966-67. Once again, for 
that purpose, let us restate the assumptions involved while at the 
same time checking on the validity of the assumptions as far as prac­
ticable, 
1) Assumption about farmers devoting 500 man hours per year in 
West Pakistan and 300 man hours in East Pakistan to look after their 
livestock was still valid as the Planning Commission observed in the 
Third Five-Year Plan (published in 1967), "It is estimated that on an 
annual basis farmers devote 20 per cent of their time to livestock in 
West Pakistan and 15 per cent in East Pakistan"(58, p. 151).. 
2) Once again based on the experience in China, an acre of rice 
crop would yield employment for 500 man hours per year for an individual 
worker, 
l^The year 1966-67 is chosen because complete information is avail­
able about full cropped area (single and double) as well as information 
on total employment in the agricultural sector in that year, 
l^Even if we accept the potential annual labor supply per individual 
as 2200 man hours for East and 2600 man hours for West Pakistan, as as­
sumed by Wouter Tims and Walter P, Falcon of Harvard University, the time 
spent on livestock amounts to 330 man hours in East Pakistan and 520 
man hours in West Pakistan per person annually. 
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For East Pakistan knowledge of labor requirements for rice crop 
alone is sufficient for our purpose in view of the fact that out of the 
total cultivated area "rice and jute account for nearly 90-95 per 
cent" (107, p. 196). Moreover the cultural practices of rice and jute 
crops are such that land, labor and equipment are readily interchangeable 
between their cultivation (107, p. 198). 
3) Following the experience in China the labor requirements per 
acre of crop as mentioned earlier amounted to 244 man hours for wheat, 
269 man hours for maize, 667 man hours for cotton. This information to­
gether with the information of labor requirement of rice crops enables 
us to determine the size of cultivated unit which can keep one agri­
cultural worker fully employed, 
4) It is assumed that a double cropped area implied an equivalent 
increase in acreage for purposes of these calculations. 
5) A fully employed person in agriculture works for 2500 man hours 
20 in a year (based on I.L.O. Manpower Survey). . 
Thus on the above basis, we can assume that the cultivated land 
area required to fully employ an agricultural worker is 4 acres in East 
Pakistan, given the existing manual techniques. Report of a Survey cover­
ing 192 cultivators in two districts from each of the four divisions of 
East Pakistan, published in November, 1969, revealed that a meagre 5 
per cent of the cultivators reported as cultivating by means of farm 
20 Since this figure is on a national basis, it is some kind of an 
average between the figures of East and West Pakistan shown by Tims 
and Falcon. 
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machinery and implements , 
Similarly for West Pakistan the cultivated land area required to 
fully employ an agricultural worker is 6 acres given the existing manual 
techniques. In spite of much talk about West Pakistani farmers about 
to step.into the era of mechanized farming, the prevailing technique 
of production is still the manual technique. This is confirmed by a 
survey of 12 districts in West Pakistan where 90 per cent of the culti­
vators were reported as cultivating without improved machinery and im-
22 
plements (38, p. 55). 
Furthermore, another survey conducted by the Government of Pakistan 
covering four districts in each wing of the country (Peshawar, Rawal­
pindi, Multan and Sukkur districts in West Pakistan and Barisal, Comilla, 
Faridpur and Mymensingh districts in East Pakistan) report of which was 
announced in October, 1969 revealed that "except improved plough, use 
of improved implements was not very common anywhere in the districts 
studied. 
A study conducted in Dharwar Taluka of Dharwar district in Bombay 
State in India by N. A, Majumdar revealed that a 'standard holding' of 5 
acres could fully employ an agricultural worker given the manual tech­
niques of cultivation. This finding further strengthens our assumptions 
made about East Pakistan, especially in view of the fact that similar 
to East Pakistan's agriculture, rice accounts for 95 per cent of the 
^^•^^See Appendix, Tables 79 and 80 respectively for details. 
^^Government of Pakistan, Survey report on spread of new agricultural 
technology to small farmers in Pakistan, Islamabad, Pakistan, Ministry 
of Agriculture, Oct. 1969, p. 9. 
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total acreage under cultivation as also the fact that a perennial sup­
ply of water was available at Dharwar Taluka similar to conditions of 
rice cultivation in East Pakistan. 
Given the above assumptions, we can now proceed in estimating the 
unemployment equivalent in Pakistan's agriculture as of 1966-67, 
Table 30, Calculation of unemployment equivalent in agriculture, 
Pakistan, 1966-67& 
East 
Pakistan 
West 
Pakistan 
All 
Pakistan 
Area under cultivation 
(million acres) 22,4 48.7 71,1 
Area being double cropped 
(million acres) 7,9 4,1 12,0 
Total area available on a single 
crop basis (million acres) 30,3 52.8 83,1 
Area required per one fully 
employed worker (acres) 4 6 5 
Fully employed labor force (3/4) 
(million men) 7,6 8.8 16 
Estimated employed agricultural 
labor force (million men) 17,32 9,44 27,07 
Unemployment equivalent (6-5) 
(million men) 9,72 9,64 10,47 
Unemployment equivalent as 7> of agri­
cultural employed labor force 56,1 6.8 38,4 
^Sources: Rows 1, 2 and 3 computed from (42, p. 17); Row 6 
from (55, p, 11, Table 5), 
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Thus using Mahbubul Haq's methodology we find that unemployment 
situation in agriculture has deteriorated most rapidly for Pakistan as 
a whole and for East Pakistan the situation is very grave. West Pakis­
tan's agricultural unemployment has worsened so slightly that compared 
to East Pakistan the problem of unemployment in West Pakistan agriculture 
is too insignificant to note. More will be said about this aspect 
while making a comparative evaluation of the situation in East and West 
Pakistan. To sum up this is the picture we get for agricultural un­
employment in Pakistan; 
Year; 1950 1960 1967 
Unemployment equivalent 
as a 7o of agricultural 
labor force 21.1 24.8 38.4 
Ghulam Rabbani's estimate 
Essentially Rabbani fits a Cobb Douglas production function of 
the type: Y = a^L^X^^lXg^^.E to rice production in East Pakistan, 
where L = acres of land, = labor input measured in man days (of 8 
hours each and assumes minor labor to be equal to one-half of adult 
labor), Xg = all nonlabor costs lumped together and E = error term 
which takes into account random variations in production. 
He expresses this production relationship as linear in logs and 
on a per acre basis by dividing through both sides by the land input: 
Y = log bjj + bj^ log + bglog x^ + w 
where Y = log of output of paddy per acre, x^ = input of labor per acre, 
Xg = input of nonlabor cost per acre and w = new error term. 
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For lack of time series data for East Pakistan, he uses cross-
section data available for different paddy growing families distributed 
throughout the province and comes up with the following regression for 
East Pakistan; 
y = .21538 + .3111x1 + .2516x2 = .1129 
(.0331) (.0255) 
The extremely low coefficient of determination (R^), he claims, is 
"...in line with results generally obtained in cross section data" (108, 
p. 238). The figures in parentheses are standard errors of regression 
coefficients and the coefficients are significant at 5% level» 
Differentiating the above equation with respect to man days, 
Rabbani obtains the marginal productivity of labor measured in maunds 
of paddy produced under the prevailing techniques of production (correc­
tion is made for seed, feed and harvest losses). Denoting marginal 
productivity of labor by R, he obtains; 
log R = .21538 + log .3111 = .6889xj^ + .2516x2 (1) 
X]^ = .21538 + 1.4929 + .2516x2 - log R/.6889 (2) 
In equation (2) the value of R (prevailing wage rate) and the 
average observed value of Xg is plugged in which gives the optimum num­
ber of man days which must be used under conditions of production in 
East Pakistan. 
The difference between the actual number of man days employed per 
acre and the optimum number of man days thus obtained, gives us the sur­
plus labor per acre. In percentage terms it is found that 38.2 per cent 
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of the labor force in rice cultivation in East Pakistan is underemployed. 
Agricultural employment estimates based on studies made by Wouter 
Tims (129 and 130), Walter P. Falcon (27) and Joseph J. Stern (119) 
West Pakistan On the basis of cropping pattern and required man-
hours per acre derived from farm management studies, Tims estimates 
that the average man-hours per cropped acre was 395 in West Pakistan, 
In addition a full year's equivalent of employment is 2600 man hours 
for farmers working on agricultural crops. As there was little change 
24 in traditional technology until 1965 these figures are used, Walter 
Falcon estimates that looking after livestock and activities under 
fisheries provided employment equivalent to 25% of man-hours employed 
on crops. On this basis employment can be calculated as shown in Table 31, 
Table 31, Agricultural employment 1960-61 and 1961-65, West Pakistan^ 
1960-61 1964-65 
Average hours/man-year 2,600 2,600 
Cropped acreage (million acres) 34,53 40,14 
Average hours/cropped acre 395 395 
Ag, employment on crops 
(million man-years) 5.25 6,10 
Employment in livestock and fisheries 
(25% of item 4) (million man-years) 1,31 1,52 
Total (million man-years) 6,56 7,62 
Agricultural labor force 8.55 8,75 
Unemployment 1.99 1,13 
Unemployment (per cent) 23.30 12,90 
^Source: (119, p. 3, Table 1). 
A survey of 12 districts of West Pakistan in 1969 revealed that 
90% of the cultivators were still without improved machinery and im­
plements (for details see Appendix A-5), 
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During the latter half of the 60's, new improved varieties of seed 
and technologies were introduced resulting in higher labor input re­
quirements than the traditional varieties of seeds and techniques of 
production. The total cropped acreage in 1969-70 is estimated at 41 
million acres in West Pakistan out of which 6.6 million acres were 
under the new varieties (119, p. 3). The calculation of agricultural 
employment is first made for new varieties in Table 32 and for the 
traditional varieties in Table 33, 
Table 32. Agricultural employment for no ntraditional practices, 
1969-70a 
Crop Acreage 
(million acres) 
Man-days Million man-days 
Mexi-Pak wheat 3.2 42 134 
IRRl - rice 1.6 64 102 
Maize J-2 0.5 64 32 
Sugar cane 0.3 42 13 
Cotton 1.0 35 35 
Total 6.6 316 
^Source; (119, p. 5, Table 4). 
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Table 33. Agricultural employment for traditional crops^ (1969-70) 
Average hours/man-year 2,600 
Cropped acreage (million acres) 24.40 
Average hours/cropped acre 505 
Agricultural employment on traditional 5,23 
crops (million man-years) 
^Source; (119, p ,  5 ) ,  
Assuming that 1 man year is equivalent to 200-man-days total em­
ployment under the new varieties amount 1,58 million man-years (316 
million man-days as in Table 32), 
For the remaining acreage, devoted to traditional crops and prac­
tices (34.40 million acres), employment is estimated along the lines 
suggested in Table 31), 
Adding the man-years of employment in traditional crops and those 
under the new varieties, we find that (5,23 + 1,58) = 6,81 million man-
years of employment is created. Once again, to this figure we add 25% 
of 6.81 million man-years as employment under livestock and fisheries 
activities. The total agricultural employment in West Pakistan in 1969-
70 then amounts to 8,51 million man-years. 
East Pakistan Estimation of agricultural employment in East 
Pakistan is made once again on the basis of Tim's methodology. Ac­
cording to Stern one acre of land can provide 650 man-hours of employment 
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in East Pakistan (119, p. 6), In addition labor force employed in ani­
mal husbandry and fisheries is 1/3 of the man-hours employed on crops 
(fishing activity is much higher in East as compared to West Pakistan 
on account of the huge number of rivers, lakes and ponds spread all over 
East Pakistan). 
In addition to these factors account has also to be taken of the 
changes in cropping patterns and practices. The nature and magnitude 
of labor requirements on account of the latter factors is shown in detail 
in Table 35. Using the factors mentioned above together with the informa­
tion in Table 35, agricultural employment in East Pakistan is computed 
in Table 34. 
Table 34. Agriculture employment and unemployment in East Pakistan* 
1960-61 1964-65 1969-70 
Average hours/man-year 
Cropped acreage (million acres) 
Average hours/cropped acre 
Employment on crops (million man-years) 
Livestock and fishing (million man-years) 
2200 2200 
27.50 28.54 
8.15 
2.71 
650 
3.11 3.50 
9.44 10.57 
728 
2200 
30 
775 
(1/3 of Row 4) 
Total agriculture employment 
(million man-years) 
Total agricultural labor force 
Unemployment 
Per cent unemployed 
10.86 12.55 14.07 
16.46 18.13 20.82 
5.60 5.58 6.75 
34.0 30.8 32.4 
^Source; (119, p. 7). 
Table 35, Labor inputs for major crops in East Pakistan^ 
Item 
Acreage 
(million 
acres) 
1960-61 
man-days 
Million 
man-days 
Acreage 
(million 
acres) 
1964-65 
man-days 
Million 
man-days 
Acreage 
(million 
acres) 
1969-70 
man-days 
Million 
man-days 
Crop 
Au s 6.30 41 258 6.65 50 332 8.25 55 454 
Aman 14.58 52 758 15.11 58 876 15.00 60 900 
Boro 1.01 64 65 1.05 65 68 2.30 75 172 
Jute 1.52 98 149 1.66 98 163 2.25 98 . 221 
Mustard 
seed 
Total 
0.56 40 22 0.46 40 18 0.55 40 22 
23.97 1252 24.93 1457 28.35 1769 
Man-days/acre 522 585 624 
^Source: (119, p. 6). 
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Some Surveys in Agriculture 
By now we have received enough indications that Pakistan's agri­
cultural unemployment is largely explained by the massive agricultural 
unemployment limited to East Pakistan alone. It is fortunate therefore, 
almost all the surveys at the village level or at a wider level are 
available mainly for the problem area -- East Pakistan, 
Dacca University socio-economic survey, 1956 
In 1956 a sample survey was carried out in four different regions of 
East Pakistan to investigate a few limited aspects of unemployment. The 
farmers were asked to report man-days actually utilized by active mem­
bers of their families in farm and nonfarm activities. The number of 
hours constituting a man-day was not stipulated, a full man-day might 
have been reported when much less was actually spent in work. In addi­
tion information was sought for the period of the 'last year' and, since 
farmers kept no record of their days of work, considerable errors in 
reporting could not have been avoided and no information could be ob­
tained on seasonal variations in employment (78, p, 246), It was assumed 
that 250 man-days represented the total annual potential labor supply 
per active male. Underemployment in the case of farm families was then 
estimated as the difference between potential man-days expressed as a 
percentage of potential man-days, giving the following results for the 
four regions (78, p. 126, Appendix E, Table 1, Column 8): Narayanganj 
41,3 per cent, Rangpur 11,5 per cent, Rajbari 26,1 per cent and Feni 
45,2 per cent. However, if we consider farm activities alone, under­
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employment in the farm as a percentage of potential man-days turns out 
to be: Narayanganj 71,3 per cent, Rangpur 23.5 per cent, Rajbari 40.6 
per cent, and Feni 73,3 per cent. 
Rajshahi University survey, 1963 
An intensive survey was carried out in the northern region of East 
Pakistan covering 12 villages. The selected families were interviewed 
every two weeks and data were collected on the utilization of total labor 
time in terms of hours of work in various occupations. The survey indi­
cates that an active male adult is without work for 62,7 working days. 
The average number of working days per active member per year is 270 
and a working day constituted 8 hours. The days lost through lack of 
work in a year amounted to about 23,3 per cent of the total man-days 
available in a year, excluding days lost because of sickness, rains and 
social functions. 
Data on the distribution of unemployed man-days over the different 
seasons are not available. The seasonal pattern of employment can be 
seen from the extent to which actual hours of work in individual two-
weekly periods differ from the average hours of work for all such periods 
throughout the year. In some seasons the former falls as much as 48 
per cent below the latter insofar as purely agricultural work is con­
cerned and in some others actual hours of work rise as much as 54 per 
cent above the average. Employment in nonagricultural activities tends 
to offset partially the seasonal variations in agricultural employment 
(78, p. 248). 
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Survey of an East Pakistani village 
In this survey by M. Habibullah (60) data on the utilization of 
total labor supply in agricultural and nonagricultural activities were 
collected by means of weekly interviews of households, supplemented by 
continuous observation of the activities of the households throughout 
the whole year on the part of the interviewers who were stationed in a 
village of Noakhali district of East Pakistan, A man-day was defined, 
for the purposes of investigation, as consisting of 8 hours of work, so 
that 4 hours of work were recorded as 0.5 man-days and 10 hours as 
1,25 man-days. 
Agricultural underemployment may be conceived of as containing two 
distinct components (127, p. 50). The first component being structural 
underemployment which represents a measure of the total labor force 
which is truly 'surplus* even when labor requirements are at the seasonal 
peaks. By definition therefore this part of the labor force could be 
removed from agriculture without reducing total output any time of the 
year. The second component is the seasonal underemployment and consists 
of that part of the peak labor force which was not required during off-
peak periods. 
Information on labor use is available from the survey on a week-by-
week basis for the whole year consisting of 52 weeks. These 52 weeks can 
be grouped into 13 equal four-week periods. This provides us with 13 
four-weekly periods instead of 12 months. Nevertheless even this break­
down is adequate for our purpose of investigating the magnitude of agri­
cultural underemployment — both structural and seasonal. 
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Thus more rigorously, let 
p = peak four-week period 
djj^ = the four-week labor requirement in man-days 
m = Ij 2, P;«»«««* 13 
S([i = supply of labor in the four-week period, m 
S = total labor force in agriculture in man-days in a year, and 
D = total labor employed in agriculture in the same year ex­
pressed in man-days. 
There are variations in the four-weekly labor supply (man-days) 
due to geographical migration as evidenced by the fact that about one-
third of the active adults engaged in farm work at one time or another 
migrate to other areas of Pakistan and India leaving their families in 
the village, in search of mainly urban jobs such as cooks, domestic 
servants, office peons, taxi drivers, bus conductors, brick-laying, paint­
ing, police constable, porter, cart puller, dock workers, etc., and 
among other jobs they work as mill hands, bamboo and sugar-cane cutting, 
crew in river crafts, seamen in ocean-going vessels and so on (60, p. 10), 
The ratio of underemployment, that is, the excess of total labor 
availability over and above total labor requirements expressed as a per­
centage of the former (i.e., ^ ). This ratio can be split up and ex­
pressed as shown below (127, pp. 50-51). 
13 
S = ^sm ~ 40619, m=l, 2, «...., 13 . 
m=l 
13 
D = = 19714.5 m = 1, 2, ...,p, ...., 13 and d >dm for m ^  p 
m=l 
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dp = 2710 
Now we can show that 
S - D 
S 
13 dp - D , or 
S 
51.5% = 13.3% + 38.2% 
Underemployment rate = Structural Underemployment rate + Seasonal 
Underemployment rate. 
Thus the relationship distinguishes between two components of the 
underemployment rate which are most commonly known as 'structural' and 
'seasonal' underemployment rates. 
It is obvious that the rate of seasonal underemployment is posi­
tively related to the variance between the four-weekly labor requirements. 
On the other hand, it reaches its lower limit (zero) when all monthly 
labor requirements are equal (i.e., when dm = dp, for all 
m = 1, 2, p, 13). 
Thus for the year as a whole the overall agricultural underemploy­
ment rate amounts to 51,5 per cent. On the other hand, if we take into 
account the sectoral migration, the overall underemployment rate for 
these rural households amounts to 25,43 per cent (employment here repre­
sents employment in both farm and nonfarm work within the precincts of 
the village). The rate of structural and seasonal underemployment 
amounted to 13,3 per cent and 38,2 per cent respectively as obtained by 
applying the survey data to the formula explained earlier. 
It is interesting to note that during the peak season in agriculture, 
the man-days engaged in nonfarm work is a minimum (twelfth period in 
Table 36) while during the slack season man-days of employment in nonfarm 
Table 36, Seasonal pattern of employment; total man-days used, by four-
week periods; Village Sabilpur, Noakhali, East Pakistan* 
Utilization of Four-week periods^ 
labor supply 
12 3 4 
Total agricultural 
work (self and 
wage employment) 
1116.0 
(37.0) 
1326 
(42.0) 
911.0 
(29.4) 
593.0 
(19.0) 
484.0 
(15.4) 
1258.0 
(40.7) 
Garden work 
(self and wage 
employment) 
133.0 26.0 65.0 154.5 320.5 82.5 
Total farm work 
dm 
1249.0 
(41.0) 
1352.0 
(43.7) 
976.0 
(31.5) 
747.5 
(24.0) 
804.5 
(25.7) 
1340.5 
(45.4) 
Total nonfarm 
work 
736.5 
(24.0) 
567.0 
(18.3) 
694.0 
(22.4) 
758.5 
(24.3) 
692.5 
(22.2) 
616.0 
(19.9) 
Total gainful 
employment 
1985.5 
(65) 
1919.0 
(61.9) 
1670.0 
(53.9) 
1506.0 
(48.3) 
1497.0 
(47.8) 
1956.5 
(63.3) 
Not available for 
work (due to rains, 
socials, etc.) 
270.0 
(8.9) 
342.0 
(11.0) 
218.5 
(7.0) 
191.5 
(6.1) 
169.5 
(5.4) 
181.5 
(5.9) 
No work found 767.5 
(26.1) 
833.0 
(27.1) 
1210.5 
(39.1) 
1416.5 
(45.6) 
1466.5 
(46.8) 
954.0 
(30.8) 
Overtime work 
(More than S hours 
a day) 
- 4.5 - - -
-
Total laoox supply 
Sm 
3023 3094 3099 3114 3133 3092 
'Sources; 60, p. 73, Appendix C-1; 78, p. 251, Table II. 
^Figures in parentheses are percentages. 
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(peak Total for 
period) whole 
10 11 12 13 year 
1210.0 1044.0 1120.5 1318.0 2027.0 2710.0 1762.0 16879.5 
(40.0) (34.4) (37.1) (43.4) (64.2) (81.0) (51.4) (44.55) 
108.5 298.5 471.5 661.5 358.0 - 155.5 2835 
1318.5 
(43.6) 
1342.5 
(44.1) 
1592.0 
(52.7) 
1979.5 
(65.2) 
2385.0 
(75.5) 
2710.0 
(81.0) 
1917.5 
(55.9) 
19714.5 
(48.53) 
643.5 
(21.5) 
730.0 
(24.0) 
674.0 
(22.3) 
535.0 
)17.6) 
487.0 
(15.5) 
311.5 
(9.3) 
595 
(17.4) 
8040.5 
(19.80) 
1962.0 
(64.9) 
2072.5 
(68.2) 
2266.0 
(75.0) 
2514.0 
(82.8) 
2872.0 
(91.0) 
3021.5 
(90.0) 
2512.5 
(73.3) 
27755 
(68.33) 
102.0 
(3.4) 
152.0 
(5.0) 
222.5 
(7.4) 
111.0 
(3.7) 
86.0 
(2.7) 
290.5 
(8.7) 
200 
(5.4) 
2536 
(6.24) 
960.0 
(31.7) 
813.5 
(26.8) 
534.5 
(17.6) 
412.5 
(13.5) 
199.0 
(6.3) 
44.0 
(1.3) 
715.5 
(21.3) 
10328 
(25.43) 
- 3.5 18.5 45 86.5 527.5 12.5 698.0 
3024 3038 3023 3038 3157 3356 3428 40619 
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Man-days 
• 800 
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'600 Total Employment 
"501 
-400 
Garden 
Work^ NonfaTtn Einploynieni 
Do 
Agricultural Employment 
"100 
Months 
Figure 1, East Pakistan: Monthly fluctuations of employment in 
Sabilpur Village, District of Noakhali, East Pakistan 
(July 1, 1961 to June 30, 1962) (man-days) 
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jobs is the highest. These nonfarm jobs, both self-employed and wage 
paid, include jobs like felling trees, dressing fuel, sawing wood, making 
and repairing houses and furniture, brick laying, boat building, boat 
plying, carting, etc. and trade activities such as trade in fruits, 
betel nut, cocoanut, paddy, vegetables, tobacco leaf, stationery, 
grocery, etc, (60, pp. 17-18), The shortage of labor during the peak 
seasons is also indicated by a rise in wages of hired labor in these 
periods, which go up by about 50 per cent, 
A clear picture of the nature and extent of variation in the level 
of employment at different times of the year is presented in the figure 
on page 85, Three peak periods of employment are noticeable namely, 
July-August, December and March to May (it is obvious of course that 
the peaks are not of equal height). 
It is interesting to compare the seasonal pattern as well as the 
general nature of agricultural employment in an East Pakistani village 
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with that of the adjoining state of West Bengal, This comparison is 
presented in Table 37, 
As was expected, the most notable common features are: 
1) For both regions the slackest season is in September-October 
for agricultural employment when agricultural employment drops to 45.9 
per cent in West Bengal and to 40,6 per cent in East Pakistan. 
2) Overall employment as well as agricultural employment for all 
seasons is about the same for the two regions. For example total 
25 
West Bengal and East Pakistan (formerly known as East Bengal) to­
gether constituted the state of Bengal under British rule till 1947, 
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Table 37. Seasonal variation in employment of agricultural workers in 
West Bengal* (India) and East Pakistan^ (Sabilpur Village, 
District Noakhali) (employment expressed in percentages)® 
Agricultural work Nonagricultural work Total work 
Seasons East West 
Pakistan Bengal 
East 
Pakistan 
West 
Bengal 
East West 
Pakistan Bengal 
Jan-Feb 48,4 67,8 23.2 8,5 71.6 76.3 
March-April 70.3 50.8 11,6 21.3 81.9 72.1 
May-June 68,3 54.1 13,9 9.8 82.3 63.9 
July-Aug 42,3 59.7 21,2 3.2 63.5 62.9 
Sept-Oct 40,6 45.9 22,9 4.9 67.5 50.8 
Nov-Dec 44,5 49.2 20,7 3,3 65.2 52.5 
All seasons 48,5 54.5 19,8 8.5 68.3 63.0 
^Calculations based on 365 days, 
^Labor supplied in man-days in each month (=100%). 
^Source: (60, p. 73, Appendix C-1; 72, p. 15). 
^For East Pakistan figures available on 52 weeks basis which had to 
be distributed among the various months, 
employment was 68,3 per cent in East Pakistan as against 63,0 per 
cent in West Bengal for all seasons. For the same period agricultural 
employment was 54,5 per cent in West Bengal as compared to 48.53 
per cent in East Pakistan, 
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Rajshahi University survey, 1965-66 
A sample survey of employment, income and expenditure of rural 
households in general were carried out by the Rajshahi University in 
1965-66. Five thanas (analogous to U.S. counties) from different parts 
of East Pakistan were selected on the basis of important crops. From 
each of these areas one union was selected. From these five unions, 
a random sample of rural households totalling 234 households was drawn 
and they were interviewed weekly over a period of 12 months. In this 
sample of 234 households, 48 households reported themselves as agri­
cultural laborers by occupation. Bose (18, p. 476, Appendix A), made 
a random selection of 50 per cent (i.e. 24) of these 48 agricultural 
labor households from the unpublished proformas at Rajshahi. 
Therefore what is finally available to us for evaluating the under­
employment situation in these areas is a meagre subsample of 21 house­
holds (3 being rejected for nonreporting of certain data) of agricul­
tural laborers. The employment figures are given in number of days em­
ployed each month for these 21 households each containing 2.3 active 
members (1.1 male and 1.2 female). The total number of active members 
thus amounted to 48,3 for this set of households under our study. Using 
data as provided in Table 38 we apply the methodology as developed by 
Thorbecke and Stoutjesdijk (127, pp. 50-51) in order to compute the 
various underemployment rates. As previous assuming potential labor 
supply is 50 hours per week per worker, we arrive at a monthly labor 
supply of 9660 man hours (48,3 X 200), We convert the man-days of 
Table 38. Seasonal pattern of employment; different areas of East 
Pakistan, August 1965 through July 1966& 
Man-hours 
Peak 
Jan Feb Mar Apr May June 
Number days 
employed A 
Monthly employ­
ment, man-hours 
(8 X A) B 
Total man-hours 
employment 
(21 X 2.3 X B) 
(dm) 
Total labor 
supply in 
man-hours 
(48.3 X 200) (Sm) 
Dp = 8887,2 S - dp = 9660.0 - 8887.2 = 772.8 man-hours 
12 
S = F, sm = 125 = 115920.0 man-hours. 
m=l 
9273.6 6568.8 
115920.0 115920.0 
= 8% + 5.677. 
S-D 15842.4 13.6%. 
S " 115920.0 " 
^Source; 18, pp. 481-483, Table A-3, (last row), and Table A-4, (b) 
on basis of Rajshahi University Committee for the Economic Evaluation of 
the Rural Works Program in East Pakistan. 
20 20 22 23 21 22 
160 160 176 184 168 176 
7728.0 7728.0 8500.8 8887.2 8114.4 8500.8 
' (80) (80) (88) (92) (84) (88) 
9660.0 9660.0 9660.0 9660.0 9660.0 9660.0 
12 
D = F, dm = 100077.6 man-hours. 
m=l 
12 
S-D _ S - 12 dp 12dp - D ^  12(S-dp) . 12dp = Z dm = 
S 'S S 12S m=l 
12S 
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Man-hours 
Slack Peak Peak 
July August Sept Oct Nov Dec Total 
18 23 22 23 23 22 259.0 
144 184 176 184 184 176 2072 
6955.2 8887.2 8500.8 8887.2 8887.2 8500.8 100077.6 
(72) (92) (88) (92) (92) (88) (86.3) 
9660.0 9660.0 9660.0 9660.0 9660.0 9660.0 115920.0 
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employment per month into man-hours. Thus on the basis of figures in 
Table 38 we compute the following; 
Let D be the total (annual) demand for labor (i.e., labor employment) 
expressed in man-hours and d^ be the monthly labor requirements also ex­
pressed in man-hours, where m = 1, 2, ..., p, ... 12 and p stands for 
the peak month (during which the monthly labor requirements are the 
highest). In addition, S gives the total supply of labor in agriculture 
in man-hours for the whole year and 's' the same supply of labor on a 
monthly basis. It follows that; 
S = 12s 
12 
D = 2dm m = 1»...,P,...12 and dp> d^ for m ^  p 
m=l 
As before, once again, 
12 
12dp -Zdm 
S - D _ S - 12 dn . 12 dp - D _ 12(s - do) , m=l 
^ + —S nr-^  —iTs— 
We obtain 13.7% = 8% + 5.7%. The overall underemployment rate amounts 
to 13.7 per cent, out of which 8 per cent can be attributed to structural 
underemployment and the remaining 5.7 per cent to seasonal underemploy­
ment. 
Unlike all other surveys or studies as applied to East Pakistan 
agriculture this gives us figures too low to be credible. The reason 
for such low estimates under this study is not too difficult to find. 
The obvious explanation lies in the fact that figures obtained through 
Bose (the only source currently available to us, the original proformas 
being unpublished) represents information on only 50 per cent of the 
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total agricultural laborers covered under the survey and moreover, em­
ployment data for rural households in general covered by the survey were 
not considered by Bose and therefore was not available to us. Further­
more legitimate doubts can be cast on the extent of this monthly data 
being representative of true employment situation of agricultural house­
holds as Bose himself recognizes that even exclusively in terras of 
agricultural laborers, "...it should be clear that characteristics of 
such a small subsample selected in this way cannot be claimed in a 
statistical sense to be representative of agricultural wage laborers in 
East Pakistan" (18, p. 476, Appendix A). 
However this little exercise has been useful to the extent that we 
are at least acquainted with the nature of underemployment even among 
such a restricted group of agricultural wage laborers in East Pakistan. 
A Summary Review of Employment Situation in Pakistan 
Based on the work done by Tims, Falcon and Stern we are now able 
to present in Table 39, the employment situation in Pakistan through 
the last two decades. The salient features are discussed below; 
1) All through the last twenty years the bulk of the labor force 
and employment was located in the agricultural sector. The agricultural 
labor force as a proportion of the total labor force was above 70 per­
cent all through 1950 to 1970. Agricultural employment as a proportion 
of total employment was 72.7 per cent in 1950-51 and at present is 66 
per cent, thus indicating that agriculture has been and continues to be 
Table 39. Unemployment in Pakistan by economic sector, 1950-1970 
Sector 1950-51 1954-55 1960-61 1964-65 1969-70/ 1950-51 1954-55 1960-61 1964-65 1969-70 
Labor force 
(% total labor force) 
Unemployment 
(% of sector) 
Agriculture 76.9 74.3 74.9 73.2 71.4 26.2 28.9 30.3 25.0 25.1 
Nonagriculture 23.1 25.7 25.1 26.8 28.6 7.9 9.7 5.4 5.0 4.5 
Total 100.0 100.0 100.0 100.0 100.0 22.0 23.9 24.1 19.6 19.2 
Proportion of unemployment 
(% total labor force) (7c total unemployment) 
Agriculture 20.2 21.4 22.7 18.3 18.0 91.6 89.6 94.4 93.2 93.2 
Non agriculture 1.8 2.5 1.4 1.3 1.3 8.3 10.4 5.6 6.8 6.8 
Total 22.0 23.9 24.1 19.6 19.2 100.0 100.0 100.0 100.0 100.0 
^Computed from sources; (58; 129, pp. 4-5, Tables 5 and 6 and p. 12, Table 11; 119). 
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the primary sources of employment in Pakistan, 
2) Unemployment in agriculture as a percentage of sectoral labor 
force worsened from 26.2 per cent in 1950-51 to 30,3 per cent in 1960-
61, It showed a slight improvement in 1964-65 but grew worse in 1969-
70. Thus more than one-fourth of the entire agricultural labor force 
remained unemployed in 1969-70. 
3) It is but natural that the greatest underutilization of human 
resources has occurred in the agricultural sector. Indeed agricultural 
unemployment represents a proportion as high as 93,2 per cent of total 
unemployment in Pakistan today. This proportion had shown some improve­
ment when it declined slightly from 91,6 per cent to 89,6 per cent in 
the mid '50s but then it shot up to 94,4 per cent in 1960-61 and has re­
mained virtually unchanged since then, 
4) In the n onagricultural sector the story is much different. 
Today the entire nonagricultural sector provides a meager 28,6 per cent 
of the total labor force. Nevertheless the unemployment situation here 
after showing some signs of deterioration in the beginning of the '50s, 
has currently improved to a position where about 4,5 per cent of the 
nonagricultural labor force is unemployed, Nonagricultural unemployment 
as a proportion of total unemployment after following a similar pattern 
of behavior is currently 6,8 per cent, 
5) The overall unemployment situation seems to lie in between these 
two extremes. During the decade of the '50s unemployment rate as a 
percentage of total labor force grew worse largely due to the deteriora­
tion in unemployment rate in the agricultural sector and in spite of 
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the reduction in the unemployment rate in the nonagricultural section 
in the end of the '50s, Between I960 and 1965 the unemployment rate im­
proved only because both agricultural and nonagricultural unemployment 
rates also improved. During the following five years although the non-
agricultural unemployment rate declined, it was not large enough to off­
set the rise in agricultural unemployment rate such that overall unem­
ployment situation remained more or less the same,^^ 
Regional Distribution of Employment 
The most outstanding feature about Pakistan is its peculiar 
geography, perhaps unparalleled anywhere else in the world. The two 
wings of the country (East and West Pakistan) are separated by over one 
thousand miles of Indian territory. Communication through India 
virtually impossible due to extremely rigid visa and travel regulations 
and the existence of communal tensions. The only alternative means of 
transport available to the common man for inter-wing travel is by ship 
along the Indian Ocean which takes at least ten days. This means an 
East Pakistani travelling to West Pakistan in search of a job has to 
take with him provisions for well over a month if he wants to be able 
to return in case of failure to get a job. The required resources just 
26 
The norms and assumptions underlying the calculation of agricul­
tural employment has been discussed in detail in the section of agri­
cultural unemployment. The estimates of nonagricultural employment are 
based on data from 1951 and 1961 censuses of population. Beyond 1965 
figures are projections based on elasticities between output and labor 
productivity, all on a national basis(129, p. 8). 
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for seeking a job would about equal the per capita annual income. 
Further deterrents to migration are the climatic, linguistic, and cul­
tural differences and the traditional social ties between relatives 
and between man and his land. As a result migration from one wing to 
another has not worked as an effective equalizing force since the birth 
of Pakistan, nor is it likely that labor mobility will increase in the 
future. 
An employment study on Pakistan, or for that matter, a study on 
any aspect of Pakistan's economy on a national basis has little sig­
nificance as it would completely conceal the existence of two diverging 
situations in the two wings of the country -- which for all practical 
purposes poses the characteristics of two separate economies. Recog­
nition of this fact is of crucial importance, especially when over 70 
per cent of Pakistan's total unemployment is located in East Pakistan, 
Efforts to increase employment opportunities uniformly all over Pakistan 
are not expected to meet with much success in achieving the goal of re­
ducing unemployment unless greater weights are attached to employment-
raising efforts directed in the more critical region. 
Comparing data found in Table 41, we come up with the following 
27 broad conclusions about the situation in East and West Pakistan; 
1) In East Pakistan agricultural unemployment as a proportion of 
27 
Employment generated through the Rural Works Program is not in­
cluded, Tims (129) estimates that 0.15 and 0.10 million man-years of 
employment had been created in East and West Pakistan respectively in 
1964-65. In 1969-70, 0,90 million man-years of employment had been cre­
ated by the Rural Works Program in East Pakistan, 
Table 40, Unemployment in East and West Pakistan by economic sectors, 1950-51 through 1969-70* 
Sector 1950-51 1954-55 1960-61 1964-65 1969-70 /  1950-51 1954-55 1960-61 1964-65 1969-70 
East Pakistan; Labor force Unemployment 
(% total labor force) (% of sector) 
Agriculture 83.97 82,29 86.0 85,3 84,2 31.29 33,60 34,02 30,80 32,42 
Nonagriculture 16.03 17.71 14.0 14.7 15.8 12.00 6,65 6,34 7,70 7,69 
Total 100,00 100.00 100.00 100.00 100.00 
Proportion of unem] ployment 
(% total labor force) (7o total unemployment) 
Agriculture 26.28 27.65 29,26 26,24 27.31 93.18 95,92 97,05 95,88 95,74 
Nonagriculture 1.92 1.18 0,89 1.13 1.21 6.82 4,80 2,95 4,12 4,26 
Total 28.20 28.20 30.15 27.38 28.52 100.00 100,00 100,00 100,00 100,00 
West Pakistan; Labor force Unemployment 
(7o total labor force) (% of sector) 
Agriculture 67.52 63.81 59.92 56.60 53.22 17.72 20.93 23.30 12.4 8,9 
Nonagriculture 32.40 36.19 40,08 43,40 46.78 5,26 11.60 4.90 3,7 3,0 
Total 100,0 100.00 100,00 100.00 100.00 
Proportion of unem] ployment 
(% total labor force) (% total unemployment) 
Agriculture 11,97 13.36 13,95 7.30 4.73 87,50 76,00 87,67 81.88 76,85 
Nonagriculture 1,71 4.20 1,96 1,62 1.43 12,50 24.00 12.33 18,12 23,15 
Total 13,68 17.56 15,90 8.90 6.20 100,00 100,00 100,00 100,00 100,00 
^Source; (119, p. 12, Appendix Table I and 129, p. 12, Table 11), 
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agricultural labor force deteriorated from 31,29 per cent in 1950-51 to 
32,42 per cent in 1969-70, During the same period in West Pakistan, 
not only the entire addition to the labor force found employment, the 
number of the back log of unemployed was reduced. The proportion of 
agricultural labor force unemployed in West Pakistan declined from 
17,72 per cent in 1950-51 to 8,9 per cent in 1969-70, 
2) The proportion of nonagricultural labor force unemployed in 
East Pakistan showed some improvement. The unemployment rate declined 
from 12 per cent in 1950-51 to 7,69 per cent in 1969-70, 
In West Pakistan too, the situation in this sector showed some im­
provement as during these twenty years the unemployment rate declined 
from 5,26 per cent of the nonagricultural labor force in 1950-51 to 
3,0 per cent in 1969-70, 
3) However, the above picture of unemployment. in both the agricul­
tural and nonagricultural sectors of East and West Pakistan must be 
viewed in the light of the fact that more than 80 per cent of East 
Pakistan's total labor force has always been and still is agricultural. 
In 1950-51, 84 per cent of the total labor force in East Pakistan was 
agricultural and even after two decades, the proportion has remained 
that high (84,2% in 1967-70), In contrast the proportion of agricul­
tural labor force to total labor force in West Pakistan is about one-
half today. In 1950-51, however, this proportion was 67,52 per cent. 
4) The unemployment rate as a proportion of total labor force in 
East Pakistan has remained over 28 per cent all through these twenty 
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years which means that during this period nearly one-third of total 
manpower resources in East Pakistan went unutilized. 
In West Pakistan during the decade of the '50s the number of 
unemployed as a proportion of the labor force was on the rise. But 
since 1960-61, not only the additions to West Pakistan's labor force 
found employment, the number of the back-log of unemployed has also been 
reduced substantially, 
5) It is quite natural therefore that the vast majority of those 
unemployed in East Pakistan are agricultural workers. During the decade 
of the '50s over 95 per cent of the total unemployment in East Pakistan 
was located in the agricultural sector. 
In West Pakistan, by contrast, only three quarters of the total un­
employment in 1969-70 was located in the agricultural sector. This 
transformation in the size of the share occurred following a situation in 
1950-51 when 87.5 per cent of those unemployed in West Pakistan belonged 
to the agricultural sector. 
However, by far the most startling revelations are the figures 
shown in Table 41. In this table an evaluation is made of the share of 
Pakistan's total unemployment between East and West Pakistan,^® The 
following are the three major conclusions we can draw; 
^®In these estimates employment generated through the Rural Works 
Program is not included. The works program generated 0.15 and 0.10/ 
million man-years of employment respectively in East and West Pakistan 
in 1964-65, In 1969-70 Tims(129) estimates that 0,90 million man-years 
of employment has been created in East Pakistan, On this basis share of 
Pakistan's total unemployment between East and West Pakistan amounted to 
70% in East and 30% in West in both 1964-65 and 1969-70, 
Table 41. Share of total and sectoral unemployment between East and West Pakistan, 1950-1970^ 
. (in percentages) , 
1950-51 1954-55 1960-61 1964-65 1969-70 
East West East West East West East West East West 
Pakis, Pakis, Pakis, Pakis. Pakis, Pakis, Pakis, Pakis, Pakis, Pakis, 
Share of agricultural 
unemployment 
Share of nonagricultural 
unemployment 
Share of total unemployment 
Share of total unemployment 
when Rural Works Program 
is included 
74.55 25.45 
60.00 40.00 
73.33 26.67 
72.87 27.13 
26.67 73.33 
68.06 31.94 
73.78 26.22 
37.78 62.22 
71.77 28.23 
83.16 16.84 
49.98 51.02 
80.83 19.17 
70.00 30.00 
89.05 10.95 
54.55 45.45 
86.72 13.28 
70.00 30.00 
a 
Source; (119, p. 12, Table 1 and 129, p. 12, Table 11), 
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1) Three-quarters of those unemployed in Pakistan's agricultural sec­
tor belonged to East Pakistan all through the decade of the '50s, In 
1969-70, this share rose to very serious proportions — 89 per cent of 
the unemployed agricultural labor force of Pakistan resided in East 
Pakistan, 
2) In 1950-51 the bulk of those unemployed in the nonagricultural 
sector, also belonged to the Eastern Wing. However with the massive 
industrialization and commercialization in the Western Wing (once again 
as indicated earlier due to unbalanced development and nondevelopment 
investments always accruing there and constant neglect of Eask Pakistan) 
the structure of the sectoral labor force also underwent rapid trans­
formation in the sense that West Pakistan's nonagricultural labor force 
grew in size while the proportion of agricultural labor force declined. 
The proportion of those unemployed in Pakistan's nonagricultural sector 
45.5 per cent belonged to West Pakistan in 1969-70, thereby implying 
that in spite of the aforementioned transformation. East Pakistan con­
tinues to bear a larger burden of the nation's unemployed nonagricultural 
workers. 
3) By far the grimmest picture is reflected in the share of total 
Pakistan unemployment. Roughly 70 per cent of those without jobs in 
Pakistan resided in East Pakistan all through the decade of the 50's. 
It is clear that as many as 72 per cent of those unemployed in 1960-61 
belonged to East Pakistan. In 1969-70, out of every one hundred Pakistanis 
without jobs, exactly 70 of them lived in East Pakistan, 
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Seasonal unemployment 
Even with respect to the question of the extent of seasonal un­
employment present in the agriculture of the two wings of the country, 
there is no doubt that even this phenomenon is more pronounced in East 
Pakistan than in the West, To repeat the findings of the I.L.O. Man­
power Survey in 1956, it was found that about 48 per cent of the labor 
force covered in the sample reported that they had a slack season, during 
which two-thirds of them worked 30 hours per week (full employment was 
considered as being active for 50 hours per week by each worker in Pakis­
tani conditions). The survey also noted that the majority of the casual 
workers found it hard to obtain jobs beyond 15 to 20 days per month 
during the slack season. This finding was further confirmed by the 
village study made by Habibullah for East Pakistan where it was found 
that in 1961-62, 38,2 per cent of the total man-days of labor supplied 
was seasonally underemployed. 
In contrast, the I.L.O, Survey found that only about 13 per cent 
of the labor force in the sample reported a slack season, during which 
only about one-third of them worked less than 30 hours per week in West 
Pakistan. 
Conclusion 
In our attempt to identify the nature of and gauge the magnitude of 
unemployment and underemployment in Pakistan, we made use of a number of 
surveys and indirect estimates both at national and regional levels. 
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It cannot be claimed that the estimates thus obtained are absolutely 
accurate. Perhaps no survey or estimate even in the advanced nations 
could be expected to be free from any kind of blemish; but one may as 
well ask; is all this perfection necessary in drawing conclusions 
which are operationally important for a country? Also within the re­
sources available in a less developed country is such perfection possible? 
It is in this context we now briefly look at the major conclusions 
we arrived at: 
1) In Pakistan today (1969-70) about one-fifth of its human resources 
are going unutilized. The situation is more serious for the agricultural 
sector where over one-quarter of the labor force remains unemployed, 
2) Another significant feature is that over 90 per cent of those 
unemployed in Pakistan have been agricultural workers all through these 
twenty years (1950-70), 
3) Recognizing the geographical separation of the two wings of the 
country and the associated phenomenon of the lack of labor mobility, we 
note that in 1969-7 0 well over one-fourth of East Pakistan's total labor 
force remained unutilized in contrast with 6.2 per cent of the total 
labor force in West Pakistan, In East Pakistan, 32,42 per cent of its 
human resources in the agricultural sector were wasted away as against 
4.73 per cent of the agricultural labor force in West Pakistan in 1964-65. 
Over 28 per cent of East Pakistan's total human resources contin­
ued to be unutilized all through 1950 to 19 70, For West Pakistan although 
the unemployment rate increased during the '50s, it declined during the 
first half of the •60s, For instance the proportion of labor force 
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unemployed increased to 15,9 per cent in 1960-61 from 13.68 per cent in 
1950-51. But in 1969-70 this rate dropped to 6.2 per cent, 
4) For East Pakistan around 95 per cent of the total provincial un­
employment has been among the workers in the agricultural sector all 
through these twenty years. Although in 1950-51, 87.5 per cent of West 
Pakistan's total unemployment was among the agricultural labor force, 
in 1969-70 this declined to almost 77 per cent. 
5) If we look at the situation region-wise, East Pakistan's unem­
ployment situation is most critical: (a) Out of every one hundred Pakistanis 
unemployed in 1969-70, seventy of them were East Pakistanis. This has 
roughly been the situation all through these twenty years (1950-70). 
(b) Out of every one hundred agricultural workers unemployed in Pakistan, 
89 of them were East Pakistanis in 1969-70. During the period 1950-65 
three-quarters of the total Pakistani agricultural workers unemployed re­
sided in East Pakistan, (c) Out of every one hundred nonagricultural 
workers in Pakistan without a job 40 were from East Pakistan in 1964-65, 
However in 1950-51 the picture was just reverse with 60 per cent of 
those unemployed living in East Pakistan, 
6) Even within the agricultural sector. East Pakistanis affected by 
seasonal underemployment amounted to at least 38.2 per cent of the labor 
force Calculation based on Habibullah's survey) as against only 13 per 
cent of the labor force reporting a slack season in West Pakistan (I,L,0, 
Manpower Survey). 
7) With respect to urban unemployment as well the situation is better 
in West Pakistan than in the East, Just a glance at the findings of 
I.L.O. Manpower survey shows that 10.3 per cent of the labor force in the 
large towns of East Pakistan are looking for work as against 6,4 per cent 
in West Pakistani large towns. In smaller urban areas as well, 6 per cent 
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of the labor force were looking for work in East Pakistan as compared 
to 3,5 per cent of the labor force looking for work in the smaller 
urban areas of West Pakistan, 
However, according to my findings unemployment rates in cities 
are of alarmingly high magnitude in both the wings of Pakistan, Un­
employment rate ranges from about 20 per cent of the labor force in 
Chittagong — the most commercialized and industrialized city and chief 
sea port of East Pakistan to over 40 per cent of the labor force in 
Mymemsingh, East Pakistan, In West Pakistan it ranges from a low of 
16 per cent of the labor force in Gujranwala to almost 50 per cent of 
the labor force in Bahawalpur, 
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CHAPTER IV. MAJOR CAUSES OF UNEMPLOYMENT IN PAKISTAN 
The purpose of this chapter is to identify and analyze some of the 
major causes of unemployment in Pakistan today. The capital intensity in 
some of the major industries of both East and West Pakistan will be 
examined in order to determine the extent to which the current capital 
intensity reflects the country's factor endowments and comparative ad­
vantage. In particular a thorough examination will be made of the 
government policies which directly and indirectly contribute to ag­
gravating the unemployment situation. The nature and magnitude of the 
rural-urban migration is examined, and in view of the adverse impact on 
urban employment arising from this movement of population, the causes of 
this rapidly growing phenomenon are investigated. 
As the bulk of the unemployed reside in the rural areas of the country, 
some of the issues relating to farm-mechanization and land ownership pat­
tern in agriculture are also dealt with in order to trace their impact 
on employment, and income distribution. While the major factors con­
tributing to the high unemployment rate will be discussed in the context 
of the whole country, an attempt will be made towards the end of the 
study to determine and explain the differential effects between the two 
regions (East and West Pakistan). 
Rapid Growth of Population and Labor Force 
The first major cause of unemployment in Pakistan is, of course, 
the high rate of growth of the population. The echoes of the population 
explosion of the post independence period is increasingly being heard as 
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an explosion in the labor force today. During 1951 through 1961 the 
population of Pakistan grew at the compound annual rate of 2.5 per cent. 
Such a rapid growth in population is closely being followed by a rapid 
increase in the labor force with a lag of 10 years. A surviving child 
born in year, t, joins the labor force in year (t +10).^ Among the 
various estimates currently available, one reasonable estimate shows that 
Pakistan's population grew at the compound annual rate of 3.2 per cent 
during the sixties (19bl to 1968), The population of East and West 
Pakistan grew at the rate of 3,3 and 3.1 per cent annually during the same 
period respectively. This estimate made by the O.E.C.D. (80, p. 24) 
on the basis of the Pakistan Institute of Development Economics projec­
tion of population (12) assumes that 2/3 of the Family Planning Program 
as laid down in the Third Five Year Plan is fulfilled. The labor force 
during 1961-1968 grew at the compound annual rates of 3.4, 3.3 and 3.5 
per cent in Pakistan, East Pakistan and West Pakistan respectively. 
Capital Intensity in Pakistani Industries 
Pakistan's economy is characterized by an abundance of labor and 
scarcity of capital. The principle of comparative advantage dictates 
the adoption of labor intensive techniques of production. But if we 
analyze the technology of the Pakistani industries, it is most perplex­
ing to note that most of them are of a highly capital-intensive nature. 
^The lower age limit for inclusion into the labor force in Pakistan 
is 10 years. 
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One way to judge whether Pakistan's industries are unduly capital in­
tensive is to compare the capital intensities of the Pakistani industries 
with those prevailing in countries whose economies are characterized by 
labor scarcity and capital abundance. For our purpose, we choose the 
United States, which compared to Pakistan is tremendously capital-rich 
(labor-scarce). We also extend our comparison to Japan, which compared 
to Pakistan has a relatively abundant (scarce) supply of capital (labor). 
For our evaluation capital intensity is defined as the value of fixed 
2 
assets per man-year of employment; that is, the capital labor ratio. 
Table 42 presents the capital intensities of a number of industries 
in East and West Pakistan, Japan and the U.S.A. The East Pakistan values 
are set at unity; the West Pakistani, Japanese and United States values 
are deviations from unity. Certain startling conclusions are immediately 
revealed by this comparison; 
(1) Industries in Pakistan are more capital intensive than those in 
Japan. The only exception is the basic metals. This conclusion is 
The bulk of the fixed assets consists of machines and equipment im­
ported primarily from Japan and the U.S. and these assets are evaluated at 
the official rate of exchange when entered into the accounts. As nearly 
two-thirds of the total machineries and equipment come in from these two 
countries, there certainly exists comparability of these assets used in 
Pakistani, Japanese and U.S. industries. Yet international comparability 
of the value of capital is made difficult by its inherent heterogeneous 
characteristics. The question of whether inter-country product homogeneity 
exists would also arise. 
It is indeed possible that if the above factors could be taken into 
account the values of the capital intensity could change. But insofar as 
we are concerned with certain broad qualitative conclusions, any change in 
the value of capital intensity arising from the above correction is not 
likely to be so drastic so as to render our conclusions invalid. 
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Table 42. Capital-labor ratios in manufacturing industries (value of 
fixed assets in U.S. dollars per worker); East and West 
Pakistan, Japan and the U.S.A.^' 
Sector East West Japan U.S.A. 
Pakistan^ Pakistan'^ 
Cotton textiles 1.00(0.50) 1.41(0.71) 0. 28 1.61 
Jute textiles 1.00(0.50) -
-
Paper 1.00(0.50) - 0. 05 0.64 
Leather goods 1.00(0.50) 1.21(0.61) 0. 44 1.05 
Rubber goods 1.00(0.50) 2.46(1.23) 0. 24 3.32 
Fertilizer 1.00(0.50) 1.06(0.53) -
Other chemicals 1.00(0.50) 4.94(2.47) -
All chemicals 1.00(0.50) 1.99(0.995) 0. 25 1.87 
Basic metals 1.00(0.50) 1.83(0.92) 3. 03 10.20 
Machinery 1.00(0.50) 0.31(0.16) 0. 15 1.47 
Wood products 1.00(0.50) 0.53(0.275) 0. 30 -
^Sources; Pakistani figures for 1962-63 (large and medium scale 
industries) from the Government of Pakistan "Census of Manufacturing 
Industries", as quoted in (81, p. 261, Table VIII); Japanese figures 
for mid 50*s from (99) and U.S. figures from Bickel as quoted in (6, 
p. 240, Table 5, Column 1), 
^Figures in parentheses indicate values of capital intensity at the 
equilibrium exchange rate (that is after 100% devaluation). In 1964-65 
the rupee was 119% overvalued as we shall see later. 
^Pakistani rupee converted into U.S. dollars at the official ex­
change rate. 
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further strengthened by the fact that even the Pakistani cotton textiles 
industry for which a considerable amount of inter-country product simi­
larity is believed to exist, the technology is more capital intensive than 
that of the Japanese textiles, 
(2) Many of Pakistan's industries are as capital intensive as U.S. 
industries. What is more surprising is that capital intensities in the 
paper industry in East Pakistan and chemicals and leather goods in West 
Pakistan exceed the capital intensities of these very industries in the 
U,S.A,3 
(3) That capital intensity in the Pakistani industries do not re­
flect the relative scarcity (abundance) of capital (labor) is further 
demonstrated through a comparison of capital intensities between the 
Japanese and U,S, industries. Compared to the United States, Japan is 
a relatively labor-abundant capital-scarce economy. In keeping with the 
factor endowments, industries in Japan are consistently less capital in­
tensive than those in the U,S.A. 
(4) It is also clear from Table 42 that except for machinery and wood 
products industries, all other industries in West Pakistan are more capital-
intensive than those in East Pakistan, "Other chemicals industries", 
all chemicals industries and rubber goods industries in West Pakistan are 
respectively four times, twice and two and a half times more capital in­
tensive than those in East Pakistan. 
%erard K, Boon (14, p. 213) performs a similar test for the effi­
ciency of Mexican industries. Using the capital-output ratio as the index 
of capital intensity. Boon compares the indices between Mexico, U.S.A. and 
the U.K.. for various industries. Except for basic metals and machinery 
and metal products industries all other Mexican industries were found to 
be less capital intensive than those in the U.K. and U.S.A. 
Ill 
(5) When the capital intensities are computed on the assumption of 
a 100% devaluation, the same relationship exists as before between East 
and West Pakistan. Capital intensity in every industry turns out to be 
lower compared to corresponding industries in the United States. How­
ever, compared to the capital intensity in the Japanese industries, 
capital intensity in the Pakistani industries (except for wood products 
in East Pakistan and basic metals in both East and West Pakistan) are 
still higher. Basic metals turns out to be even less capital intensive 
compared to U.S. and Japanese basic metals industries following devalua­
tion than what it was prior to it. In wood products the capital intensity 
in East Pakistan is still higher compared to that of Japan. In West 
Pakistan it appears slightly lower compared to that in Japan. 
However, it must be pointed out that the reduction in capital in­
tensity is observed after technically computing capital intensity as­
suming 100% devaluation. When $1 = Rs.5 (as prior to devaluation), $20 
worth of machinery would have cost Rs.lOO. But following devaluation 
when $1 = Rs.lO, the same $20 worth of machinery would cost the indus­
trialist Rs.200. The increased price of machinery relative to labor 
(assuming price of labor is constant all through) would induce the in­
dustrialist to substitute labor for capital. The extent of such substi­
tution would depend on the value of the elasticity of factor substitution. 
Boon (14) estimates the elasticity of factor substitution from international 
cross-sectional data which included one observation on Pakistan. The 
elasticity of substitution between capital and labor ranged between .737 
to .900 for the various sectors (14, p. 210). 
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However, a disproportionately high capital intensity might have 
been justified by considerations of higher productivity and investible 
surplus per unit of investment. Three sectors: fertilizer (in both East 
and West Pakistan), paper (which is concentrated in East Pakistan) and 
petroleum products (which is located in West Pakistan) are not only 
characterized by unusually high capital intensities but are also charac­
terized by unusually high capital-income ratios (84). Cement, sugar, 
cigarettes and edible oils industries in Pakistan display high capital 
intensities. While cigarettes (in both the regions) and edible oils (in 
East Pakistan) somewhat counterbalance the inefficiency arising out of 
high capital intensities by low capital-income ratios, in the case of 
sugar (particularly in East Pakistan) capital-income ratio is also high. 
Jute manufactures and cotton textiles (the two largest industries in 
Pakistan) display capital intensities just above the median for East 
Pakistan while in West Pakistan cotton textiles have a below median 
capital-intensity. The capital-income ratios of these sectors have 
however, been above the median (84), Further expansion of industries dis­
playing both high capital-labor ratios and high capital-income ratios 
(thereby leaving little investible surplus) have to be carefully con­
sidered and certain other positive justification has to be provided. 
Naturally curiosity arises as to why in the face of high unemployment 
in the country, industries in Pakistan tend to be so capital intensive. 
It is in search of an answer to this question that the next section is 
devoted. 
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Factor Price Distortions 
A phenomenon currently observable in Pakistan is the existence of a 
whole set of biases and distortions affecting factor prices. Such price 
distortions have simply led to a reduction in the price of capital below 
its equilibrium level (that is its marginal value product) while forcing 
the price of labor above its equilibrium. In other words, while on the 
one hand the price of capital does not reflect the relative scarcity of 
capital, on the other hand the price of labor does not reflect the relative 
abundance of labor. As a direct consequence of such factor price distortions, 
industries in Pakistan, naturally, tend to take advantage of the relatively 
cheap factor (i.e. capital) and economize on the relatively more expensive 
one (i.e., labor). 
Factors tending to reduce price of capital 
Next we proceed to determine and analyze the factors which are largely 
responsible for the creation of factor price distortions. First we focus 
our attention to the factors which tend to reduce the price of capital. 
(a) In Pakistan, the maintenance of over-valued exchange rate is al­
most chronic, Aminul Islam (77) derives the rate of over-valuation geomet­
rically thus: the demand for foreign exchange is revealed by the curve DD 
in Figure 2. The official exchange rate is then fixed by the government 
at OE^. Assumption is made that the total foreign exchange earnings at 
the rate OE^ is OQ^, implying that the point, S, with coordinates (OQg, 
OE^) is also a point on Pakistan's foreign exchange supply function. As 
the primary task here is just to trace the impact of such a policy on 
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Figure 2, Determination of the rate of over-valuation 
resource allocation (capital use), other points on the supply function 
are not of interest to us. The magnitude of the policy determined trade 
gap corresponding to the rate of exchange, OEj^ is given by Q^Qg. A.s im­
port licensing and foreign exchange controls are in operation in Pakistan, 
the trade gap in reality is not observable, but the existence of such a 
trade gap is reflected in a discrepancy between the scarcity price OEg 
and the official price OE^ which is symptomatic of a trade gap of Q^Q2. 
In other words, depending on whether or not there is free trade, a balance 
of payments disequilibrium resulting from exchange rate policy may be 
characterized either by an excess spending over earning of foreign ex­
change, or by an excess of demand price over supply price of foreign ex­
change. The magnitude of the excess of demand price over supply price 
of foreign exchange, as a percentage of the latter, is defined to be the 
rate of over-valuation of the domestic currency at the official exchange 
rate (OE2-OEj^)/OEj^X100. Of course adjustments had to be made for normal 
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trading profits and cost of distribution frotn the scarcity price of im­
ports. Table 43 provides some idea about the magnitude of overvaluation 
of the Pakistani rupee over a period of 15 years. It is obvious from the 
table that such a continued policy of so highly overvaluing the exchange 
rate has simply provided incentives to the industrialists to import capital 
goods at a relatively cheap price. Just in order to substantiate my con­
tention, an example of the impact of overvalued exchange rate on mechaniza­
tion in the agricultural sector is discussed. The maintenance of over­
valued exchange rate has reduced the price of imported tractors to such an 
extent that the cost of cultivation per acre in Pakistani rupees is much 
lower by the use of tractors compared to bullock power. In fact, the cul­
tivation cost of rupees 3.84 per acre by the Ferguson (21 horse power) type 
tractor was found to be 49 per cent cheaper than the cultivation cost per 
acre of rupees 5.75 by bullocks as revealed by Table 44a. 
Table 43. Markup of scarcity price of foreign exchange on its official 
price in Pakistan; 1948-49 through 1964-65 (percentages)^ 
Year: 1948 1949 1950 1951 1952 1953 1954 1955 1956 
-49 -50 -51 -52 -53 -54 -55 -56 -57 
Rate of over­
valuation of 
domestic cur­
rency at the 
official ex­
change rate 117 168 161 147 216 174 164 112 92 
Year; 1957 1958 1959 1960 1961 1962 1963 1964 
-58 -59 -60 -61 -62 -63 -64 -65 
Over­
valuation 
rate 121 94 74 80 88 92 92 119 
^Source; (77, p. 58, Table I). 
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Table 44a. Cultivation costs per acre with different types of tractors 
and bullock power; West Pakistan, 1967® 
Type power used Cost of cultivation/acre (rupees) 
Ferguson (21 HP) 3.84 
Formal (24HP) 4.25 
Bullock 5.75 
^Source; (49, p. 8, paragraph 23). 
At the equilibrium exchange rate (assuming that the Pakistani rupee 
is overvalued by 119% in 1964-65), the picture is entirely different: the 
cultivation cost per acre has, by Ferguson and Formal types of tractors, 
exceeded the bullock cultivation cost per acre by 48% and 62% respectively. 
The new costs per acre are shown in Table 44b, The whole question of 
tractor mechanization will be dealt with at length later in this dis­
cussion. 
(b) Interest rate structure in Pakistan is kept artificially low 
which simply does not reflect the scarcity of capital in the country. 
Such a policy evolved probably out of an erroneous interpretation of the 
Keynesian advocacy of cheap money. Indeed cheap money may encourage in­
vestments but this is the policy appropriate for an economy faced with 
idle capital and not in an economy like that of Pakistan which is faced 
with lack of capital. The rate at which funds have been borrowed by 
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the capitalists has been very low, between 5 per cent in the late 50's 
to 7,5 per cent in the late 60's, Moreover interest rate on savings was 
generally 2-3 per cent per annum just prior to and following 1960 whereas 
the price rise during the same period (over five-year period) averaged 
about 14 per cent per annum, yielding a negative return to the saver. On 
the one hand, low interest rate simply acted as a positive disincentive 
for savings while on the other hand such an artificially low price for 
capital will not give enough incentives to investors to economize on the 
scarce factor (capital) and use more of the abundant factor (labor). Such 
an irrational policy of maintaining such low interest rates on deposits 
and advances is the result of an oligopolistic market structure in which 
the commercial banks operate in Pakistan, The commercial banks in Pakis­
tan are subservient to groups of capitalists and there is a growing sus­
picion that even the monetary authorities' policy decisions are influenced 
by these groups. 
Table 44b. Cultivation costs per acre with the different types of 
tractors and bullock power; West Pakistan, 1967 
At official (overvalued) At 'equilibrium' 
exchange rate (rupees) exchange rate (rupees) 
Ferguson (21 HP) 
Formal (24 HP) 
Bullock 
3.84 
4,25 
5,75 
8,52 
9,32 
5,75 
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(c) Among the numerous policies adopted to promote industrialization 
in Pakistan which discriminated in favor of capital, the following are 
the most noteworthy; (1) Accelerated depreciation allowance^, including 
an 'initial .allowance' during the 1950's that amounted to 20 per cent of 
the capital investment. The depreciation rules in effect over most of 
the 1950's and I960's have also had the effect of raising after-tax 
profits. In addition to a regular adjustment in the depreciation rules 
for the number of shifts the machinery was run, the rules provided a 
fairly generous initial allowance and additional allowance as temporary 
incentive allowances. The cumulative effect of the provision of such al­
lowances on recovering capital cost (in the form of exclusion from taxable 
profits) has been that 39 to 44 per cent of the fixed capital costs can 
be recovered in the very first year depending on the number of shifts in 
which the machines are operated. Such allowances even amounted to com­
plete tax exemption (a tax holiday) to profits earned in the first year. 
Most of the capital cost, 70 to 89 per cent of the total and 78 to 89 
per cent of the machine cost part of the total, gets recovered through 
these allowances within the first five years; (2) investment control 
system in Pakistan virtually functioned as the foreign exchange control 
system for the import of capital goods into the private sector. The 
initial capital goods imports as well as raw materials and spare parts 
imports for manufacturers were regulated under this scheme. It is fairly 
4 
Dealt at length in A. Rab's unpublished Ph.D. dissertation at the 
Library, Harvard University, 1968 (106). 
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well known that this scheme provided imported capital goods to those who 
received sanctions of licenses at low prices. Through the 1950's and 
early 1960's, the Central Permissions Committee, and after 1964, the 
Central Investment Promotion and Coordination Committee, made basic de­
cisions about the sanctioning of individual investment projects. (3) In 
Pakistan, prior to 1959, 5 per cent of the capital cost of investment 
projects was exempt from tax for the first five years of its life. Since 
1959, one finds a systematic tax exemption in the form of a tax holiday 
to 'approved' industrial undertakings particularly those in industries 
based on indigenous raw materials. This condition was relaxed even 
further in 1964-65 to allow the following kinds of requirements for tax 
holiday status (106, p. 50). Firstly, the industry should be a primary 
user of indigenous raw materials. Or it should be one requiring special 
technical knowledge or large risks or one that has appreciable export 
potential or contribution to agricultural development. Secondly, the in­
dustrial corporation should have a minimum paid up capital of rupees 
50,000. Thirdly, it should be ready to invest at least 60 per cent of 
its profits in the same business or in other industries which are found 
listed in the Industrial Investment Schedule issued by the government 
from time to time. 
The number of industries under these conditions which qualify for tax 
holiday are indeed very large and its effect was to encourage investment 
in manufacturing. The tax exemption from corporation tax by the tax-
holiday firms also was applied to any dividend paid by those corporations 
in their tax-holiday period. 
120 
Factors tending to raise the price of labor 
Next we look at the forces which tend to exert an upward pressure 
on the price of labor. The following are some of the major factors; 
(a) Minimum Wage legislation--The government of Pakistan has fixed 
a set of minimum wages for unskilled workers in industrial and commercial 
undertakings employing 50 or more workers. The following are the minimum 
wages fixed by the government most recently (88, p. 8); 
Karachi areas; Rupees 140 per month 
Industrial areas excluding Karachi; Rupees 125 per month 
Other areas; Rupees 115 per month 
This meant an increase of almost 30% over the wage received in the 
past ( 102). 
(b) Social Welfare benefits and policies--Examples of the existence 
of such benefits in Pakistan are not hard to find. For instance (1) the 
cost of living allowance called the 'dearness' allowance is so entrenched 
that it is counted as a part of the 'basic pay' in Pakistan, The amount 
of dearness allowance is computed by various methods; by a tie-in to 
price indexes in some industries, on a scale graduated according to the 
basic wage in other industries, and as a flat sum to all workers in other 
industries; (2) ten days of paid leave per year is fairly common in 
Pakistan; half pay is provided for various periods during sickness; twelve 
weeks fully or partially paid maternity leave for women workers; (3) 
housing, free or at low cost, or a housing allowance is provided tem­
porarily to selected category of workers. The law in Pakistan requires 
the employers in established industrial and commercial concerns to provide 
houses for at least 25 per cent of their total permanent labor force within 
121 
a period of five years from as may be fixed by the government. Im­
mediately on assumption of power by the present military regime in 1969, 
the government declared a contribution of rupees 100 million in the cur­
rent fiscal year to construct low cost housing and other facilities for 
workers, 
(c) The ascending power of labor unions—The new labor policy an­
nounced by the military regime in 1969 removed all restrictions on the 
right of workers to strike and on the right of employers to lock-out. 
That labor unions in Pakistan have emerged as a powerful bargaining power 
is convincingly established by Table 45. It is evident that large scale 
firms tend to pay their workers higher wages per hour than do the small 
scale firms. For all these industries combined, the wage rate per man 
hour shows a very clear increase with the rise in the size of firms. For 
these very industries it has been found that the ratio of unskilled 
workers to the total labor force increases with the rise in the scale 
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of operation. Therefore, the wage differentials between firms in the 
same industry cannot be explained by skill differentials, since it is 
clearly found that the proportion of unskilled labor is higher in the 
high-wage firms. Interestingly enough, the major jump in the wage rate 
^he exact magnitude of this increase is given in Irshad Khan 
(85, p. 609, Table Xa). For example, for all industries the proportion 
of unskilled labor for various scales was (in percentages); 
Scale Unskilled labor 
(No. of workers (% of total) 
0-9 14 
10-19 10 
20-49 10 
50-99 17 
lOO-over 29 
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Table 45, Wage rate per man-hour in industries 
Karachi, Pakistan (rupees)^ 
of various scales; 
No, of Indus try 
workers 
(scale) Textiles Engineering Plastics Leather All industries 
0-9 0.51 0.53 0.48 0.55 0,53 
10-19 0.72 0.73 0.67 0.75 0,69 
20-49 0.72 0.94 0.41 0.83 0.81 
50-99 0.70 1.03 1.39 0.83 0,87 
100-over 0,80 1,12 0,70 - 0.91 
All scales 0.70 0.80 0.46 0.65 0,73 
^Source; (85, p. 611, Table XI). 
occurs at the scales larger than twenty workers in which protective 
legislation and union or government bargaining pressures make themselves 
felt. The higher wage rates arising from the necessity of hiring union­
ized labor are inevitable in Pakistan as paternalism toward wage and 
salary earners is the predominant attitude of the Government of Pakistan, 
As indicated earlier the last labor policy announced by the Govern­
ment of Pakistan stressed the necessity of a strong and representative 
trade union movement and restrictions on the right of workers to strike 
and on the right of employers to lock out were removed. It is likely that 
progressive businessmen would be compelled to adopt capital intensive 
methods of production just in order to free themselves from or even reduce 
the magnitude of labor troubles. 
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From Table 46, it is clear that money wages have been rising over 
time. Even the data on real wages obtained by deflating the money wages 
by the Central Statistical Office Consumer price index for industrial 
workers collected by the Government of Pakistan, Ministry of Health, 
Labor and Social Welfare under the Payment of Wages Act reveal that real 
wages have increased over time, as is shown in Table 47. 
Table 46. Census of Manufacturing Industries data on money wage rates 
in East and West Pakistan (rupees/worker/year)* 
East Pakistan West Pakistan 
Year: All industries Textiles All industries Textiles 
1954 819.1 782.9 980.9 978.4 
1955 732.7 817.7 895.7 944.0 
1957 860.9 763.6 975.8 957.9 
1958 884.1 799.7 980.3 931.6 
1959-60 949.1 924.5 1070.7 1022.3 
1962-63 1057.3 1066.8 1035.5 1041.6 
1963-64 — — 1109.2 
^Source; Central Statistical Office and Census of Manufacturing 
Industries as quoted in (83, pp. 339-340 , Appendix A, Table A-1 and A-2). 
Table 47. Real wages (i.e., wage deflat ed by 1954-based cost of living 
index) (rupees/worker/year) ' D 
Year: East Pakistan West Pakistan 
1954 682.2 842.7 
1955 767.1 1095.2 
1956 690.8 1106.7 
1957 675.3 970.1 
1958 676.4 1004.3 
1959 543.1 944.6 
1960 724.1 1030.3 
1961 719.1 937.2 
1962 793.3 1270.3 
1963 787.3 1032.3 
^Source; (83, p. 329, Table III). 
^For details of the method of deflation see Khan (83), 
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The various policies adopted by the government as mentioned above 
reflected a paternal attitude toward the work force and in general the 
effect of all these factors enumerated above was to bring about a more 
equitable distribution of income. But in reality the benefits arising out 
of the minimum wage legislation and social welfare benefits was far out­
weighed by the resulting decline in employment. The evidence provided in 
Table 48 further reinforces my hypothesis. It is evident from the table 
that a rise in wage rate is associated with a rise in unemployment regis­
tration. The correlation coefficient between the wage index and index 
of Unemployment Registration turns out to be + .71. 
Table 48. Wage rates and unemployment in industries, Karachi, 
Pakistan; 1951-1960 (1951 = 100)* 
Year Wage index Index of unemployment registration 
1951 100.0 100.0 
1952 84.7 106.7 
1953 96.8 83.7 
1954 95.5 77.1 
1955 103.7 98.6 
1956 101.9 121.6 
1957 111.3 127.5 
1958 109.0 133.7 
1959 99.5 154.2 
1960 125.3 182.8 
^Source; (82b, p. 13, Table 3.4; and column 3 from Government of 
Pakistan, Office of the Director General, Manpower and Employment, 
Karachi, as quoted in 82b). 
125 
Industrialization Policies in Pakistan 
The study so far reveals that it was primarily the modern sector 
employment which was affected by the factor price distortion; however, 
in an indirect way this led to a discrimination against agriculture while 
favoring the industrial sector as elaborated below. 
As economic planning was initiated in Pakistan in the early 50's, 
an unduly large emphasis was placed on rapid industrialization under the 
belief that as the industrial sector would grow, the backward agricultural 
sector would be drawn along with it. Industries were expected to play 
the important role of providing alternative employment opportunities to 
the rural population. A squeeze on agriculture was taken for granted as 
a precondition to economic development. Subsequently, such a stand was 
under review and now it is being increasingly realized that the functions 
which the agricultural and industrial sectors must perform for growth to 
occur are interdependent. Resources (human and others) released by ag­
riculture have to be absorbed by the industrial sector almost simultaneously. 
Measures Promoting". Industrialization 
The main policy instruments used by the Government of Pakistan to 
promote industrialization in addition to the price distortions created 
artificially as described earlier were; 
(a) In Pakistan one can invariably see that a high level of pro­
tection exists in order to foster domestic industries,^ The effect of 
^This section draws heavily from an excellent analysis made by Stephen 
R. Lewis Jr, For details about the methodology used in determining the 
various results and conclusions please see Lewis (90, Chapter 4). 
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such a policy on industrialization in Pakistan can now be traced. The 
value of output of the edible oils, sugar refining and motor vehicle as­
sembly industries 'at world prices' is less than the value of tradable 
inputs at 'world prices'. The silk and artificial silk textiles and wear­
ing apparel industries have virtually no value added when both output and 
tradable inputs are valued at world prices. Domestic prices of these in­
dustries are determined by such policies of the government which restricts 
supply as (1) import licensing of competing products, (2) licensing of 
the capacity to produce domestic products, and (3) licensing of raw 
material inputs into the industry. Producers receive their inputs at 
well below opportunity cost to the economy, since they are direct licensees 
of imported goods, and therefore pay only duties, not scarcity markups, 
on imports. As a result, combinations of factors and material inputs 
are adopted that would be uneconomic if 'proper' prices prevailed, and 
when the industries are evaluated at 'world' prices, one almost neces­
sarily finds considerable economic waste and distortion. In four of the 
above five industries, domestic prices are more than three times the 'world' 
prices c.i,f, at the official rate of exchange while in the case of the 
fifth, edible oils, domestic prices are found to be only twice the 'world' 
prices. Cotton textiles, the single most important industry in Pakistan, 
showed that 68 per cent of the value added was 'due to' protection. 
Similarly 65 per cent of the value added in the jute industry was 'due 
to' protection (90, p, 86), 
(b) Investments under the public sector were extremely unbalanced 
favoring the modern sector. From Table 49 one can notice that agriculture's 
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Table 49. Sectoral priorities in development expenditure 1950-1975, 
Pakistan (in percentages) 
Sector; Pre-plan 
1950-55 
1st plan 
1955-60 
2nd plan 
1960-65 
3rd plan 
1965-70* 
Agriculture 6,0 7,0 13,3 15,3 
Industry, fuels 
and minerals 36,0 31,0 27,6 24.8 
Water and power 13,0 17,0 18,6 16,4 
Transport and 
communications 14,0 17,0 17,1 20,0 
Physical plan­
ning and hous­
ing 22,0 20,0 14,8 12,2 
Education 5,0 6,0 3.8 5,1 
Health 3,0 2,0 1.5 2,3 
Manpower and 
social welfare 1.0 - 0,3 0.4 
Works program - - 3,0 3.4 
Total 100,0 100,0 100,0 100.0 
^Revised allocation, December 1966, 
share of the total government development expenditure, during the various 
plan and pre-plan periods, was extremely small compared to the modern 
sector investments. Only in the 1960*s the planners recognized the need 
to allocate higher amounts to agriculture that they almost doubled the 
percentage share of total allocations to the agricultural sector over 
what it received in the 1950's. The Rural Works Program applying to 
the agriculture sector was also initiated in the 1960's. 
(c) The price of food grains was held down through direct controls, 
thus subsidizing the cost of living of the urban industrial workers. 
This resulted in a deterioration of the terms of trade between the agri­
cultural sector versus industrial sector. It has been estimated that in 
1963-64, the agricultural sector paid approximately rupees 8,08 when it 
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purchased $1.00 worth of manufactured goods, while it received about 
rupees 5,15 for its sales of $1.00 worth of agricultural products. This 
price differential is equivalent to paying 57 per cent more, or receiving 
36 per cent less, when trading domestically, than agriculture could have 
paid or received if it could have traded in a free international market 
(89). Moreover the foreign exchange earned primarily by the agricultural 
sector was licensed out mainly to the industrial sector, giving the latter 
a windfall gain and an implicit transfer of income from the agricultural 
sector. 
Scarcity of Skilled Manpower 
A number of writers have emphasized the need to realize the funda­
mental nonhomogeneity of labor in the structure of factor supplies. For 
instance Hirschman (70) points out that due to the shortage of managerial 
personnel and various types of skilled labor, 'machine paced' rather than 
'operator paced' operations are advisable in order to prevent breakdowns, 
neglect of maintenance, etc., which would curtail productivity of capital. 
That is to say, given the shortage of skilled labor and managerial per­
sonnel, a capital intensive technology will enable industry to economize 
those very factors of production. Both Todaro (132) and Baer and Herve 
(7) distinguish between 'effective' supply of unskilled labor as op­
posed to the observable 'absolute' supply. 'Effective' supply of un­
skilled labor is determined by the amount which can be combined with 
the available supply of skilled workers. 
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Geometrically this can be shown as follows: In Figure 3 we measure 
the manufacturing output in both the horizontal and vertical axes. If 
production occurred at a point on or near the vertical axis it would 
represent a highly labor-intensive technique while if the same output 
were represented by a point near the horizontal axis, it would be in­
dicative of capital-intensive technology. If there were no shortage 
of high level manpower, then the line UU' would show the various ways of 
employing the entire 'absolute' unskilled labor force to provide dif­
ferent quantities of output. This locus of course also assumes that 
capital is not a limiting factor. Similarly, KK' represents the various 
methods of producing different quantities of output using all the avail­
able capital if labor were not in short supply. Since units of the same 
output are measured along both axes, output in the manufacturing sector 
would be maximized at the point within the area OUBK* which represents 
the highest vector sum of units along both axes. We see that point B 
(Of + Oe), would be most efficient in this situation and it also repre­
sents a very labor intensive method of production. If we now assume that 
there is a shortage of skilled labor and that unskilled labor are largely 
complementary factors, then this shortage would reduce the 'effective'--
i.e., productively employed—unskilled labor locus of output possibilities 
to u"u*". The new feasible output area becomes OU AK with point (Og + Oh) 
representing the output maximum and ray OA indicating the most efficient 
(in this case capital intensive) technique of production. Thus, a 
shortage of supervisory and skilled manpower can lead to the adoption of 
relatively capital intensive techniques of production. 
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Figure 3, Effect of scarcity of skilled labor on employment 
The above analysis indicates that the existence of a skilled labor 
constraint within the context of a three-factor model will, under reason­
able assumptions regarding substitutability among these three factors, 
provide considerable theoretical justification for the existence of 
capital intensive methods of production which appear unrealistic when 
only two factors (abundant homogeneous labor and scarce capital) are 
considered. 
Even within the agricultural sector, the adoption of mechanized 
processes may be explained by the shortage of managerial skills. For 
instance, Cook (23) found that in Venezuela, a manager with milking machines 
has only one-fourth as many unskilled laborers to supervise as in the 
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Table 50. Status and occupational structure of economically active 
population: an international comparison (in per cent)^ 
Major occupation 
group 
East 
Pakistan 
(1967-68) 
West 
Pakistan 
(1967-68) 
Japan 
(1965) 
U.S.A. 
(1965) 
U.K. 
(1965) 
Germany 
(1961) 
0 Professional, 
technical and re­
lated workers 1.64 2.14 5.1 11.5 8.6 7.6 
1 Administrative, 
executive and 
managerial workers 0.27 0.60 2.4 9.5 2.6 3.1 
2 Clerical workers 0.90 2.03 13.2 14.7 12.8 11.9 
3 Sales workers 5.97 10.34 11.4 6.2 9.5 7.5 
4 Farmers, fisher­
men, hunters, 
loggers and re­
lated workers 79.52 54.81 26.8 5.6 4.3 13.5 
5 Miners, quarrymen, 
and related workers - 0.05 0.4 2.1 1.4 
6 Workers in trans­
port and communi­
cations 1.77 3.15 4.1 6.1 4.7 
7 Craftsmen, produc­
tion 35.6 
8 Process workers and 
laborers not else­
where classified 7.08 21.68 29.2 40.6 38.5 
9 Service, sports and 
recreation workers 2.81 5.10 6.6 12.6 10.4 7.6 
Workers not clas­
sified by occupa­
tion 0.04 0.10 0.8 4.3 3.0 4.2 
Total 100.00 100.00 100.0 100.0 100.0 100.0 
^Sources; East and West Pakistan .figures from (56a, p. 13, Tables 15, 
16, 17); others from (132, Table 2B), 
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pre-mechanization period. In Pakistan, the same may be true, particularly 
of the growing dairy industry of West Pakistan,. 
Having realized the fact that the lack of skilled manpower may lead 
to the adoption of capital intensive technologies, we next proceed to 
examine the extent of availability of skilled manpower in Pakistan, Table 
50 provides us with the information on an international basis. Highly 
skilled labor force as grouped under *0' and *1' amounts to a meagre 1,91 
per cent of the labor force in East Pakistan and 2.74 per cent of the 
labor force in West Pakistan, In contrast in the more developed countries 
like Japan, U,S,A,, U,K. and Germany 7,5, 21,0, 11,2 and 10,7 per cent 
of their respective labor forces belong to the '0' and '1' categories. 
However one strange phenomenon currently observable in international 
migration is that highly skilled and educated personnel are leaving the 
less developed countries to settle in the more developed ones. This per­
verse 'brain drain* not only represents a loss of valuable human capital 
but more importantly as emphasized above a loss of that very factor which 
is scarce and could prove to be a serious constraint on the future 
economic progress of the less developed nations like Pakistan, For 
example, Pakistan contributed more than 200 scientists, doctors and 
engineers to the United States in 1966 and nearly 500 engineers, doctors 
and scientists to Canada between 1962 and 1966 (139, p. 404, Table I), 
During July 1962 through December 1965, 7,491 category 'B' vouchers 
(specially qualified citizens like teachers, doctors and nurses) were 
granted by the British government, immigration from Pakistan.? During 
^rhis reflects immigration mainly of professional workers from 
Pakistan. 
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the same period 5,927 category 'A' vouchers (persons with specific jobs) 
were issued to immigrants from Pakistan into Britain (139), I do not 
intend to go into the factors contributing to this 'brain drain' and 
into measures to check it as it is in itself a vast area for 
research, but the general feeling seems to indicate that the allegedly 
high social marginal productivity of such highly skilled manpower is not 
reflected in the money wages or even in the real wage in these countries. 
Excess Capacity 
There is considerable evidence that Pakistan's manufacturing in­
dustry suffers from considerable under-utilization of capacity. A, R, 
Khan (82) makes rudimentary estimates of the full capacity capital-labor 
ratios for 1962-63, A comparison with the existing capital labor-ratios 
gives us the rate of capacity utilization, A large number of industries 
in both East and West Pakistan are found to be utilizing a meagre 40 per 
cent of their full capacity as shown in Table 51, This result is further 
strengthened by other studies as well, Nurul Islam (79), on the basis 
of the tariff commission (Government of Pakistan) survey over a period 
of 15 years found that 80 per cent of the firms operated 60 per cent 
below one-shift capacity, Winston (140) on the basis of 19t>5-66 Census 
of Manufacturing Industries data for West Pakistan arrived at almost the 
same conclusion; only 60 per cent of the average one shift capacity was 
utilized,® 
^Actually Winston found that on an average, capacity utilization 
amounted to about 25 per cent of two-and-a-half shift capacity (which he 
defined as full capacity utilization) and this is equivalent to utiliza­
tion of about 60 per cent of one-shift capacity. 
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Table 51. Rate of capacity utilization^ in large and medium scale 
industries: East and West Pakistan, 1962-63 (Thousand 
rupees/man-year 
Sector; Observed capital- Full capacity Rate of capacity 
labor ratio Cap-Lab. ratio utilization(percentage) 
E. Pakis, W. Pakis. E.Pakis. W.Pakis . E.Pakis. W.Pakis. 
Sugar re­
fining 25.059 19.723 18.792 15.380 74.99 77.98 
Edible oil 14.908 26.416 8.196 26.416 54.98 100.00 
Cigarettes 21.915 24.881 21.034 16.175 95.98 65.01 
Other food, 
drinks 6.108 8.689 2.014 4.256 32.98 48.98 
Cotton tex­
tiles 8.221 11.607 7.808 8.208 94.98 75.99 
Jute textiles 10.222 - 8.690 - 85.01 
Other textiles 3.811 11.662 1.562 5.132 41.00 44.01 
Paper and 
printing 54.834 4.993 45.507 3.744 82.99 74.98 
Leather and 
leather 
products 4.608 5.589 1.844 2.064 40.03 36.94 
Rubber and 
rubber 
products 5.387 13.269 1.885 5.042 35.00 38.00 
Fertilizer 168.640 178.139 85.989 178.139 50.99 100.00 
Other chemi­
cals 3.967 19.594 1.705 7.838 42.97 40.00 
Cement and 
concrete 26.671 21.926 25.065 19.950 93.98 90.99 
Basic metals 4.046 7.422 1.698 3.117 41.97 42.00 
Metal products 4.971 4.719 2.286 1.603 45.99 33.98 
Machinery 15.869 4.912 2.377 2.113 14.98 43.02 
Transport 
equipment 6.402 12.311 3.009 5.171 47.01 42.00 
Wood, cork and 
furniture 5.935 3.129 2.493 1.253 42.01 40.04 
Miscellaneous 
manufacture 6.007 5.690 3.122 2.560 51.98 44.99 
Coal and 
petroleum 
products 57.972 57.972 100.00 
&Rate of capacity utilization defined as : 
Full capacity capital-labor ratio ^  
Observed capital-labor ratio ' 
^Source: (81, pp. 259-261, Tables Vri(a)-VIl(b)). 
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Full capacity utilization is always desirable for a number of 
reasons; it means a more productive use of scarce resource; larger 
current output and most importantly the creation of additional employ­
ment, There are a number of factors responsible for such a high magnitude 
of excess capacities in the Pakistani industries which are clearly 
discernable. The predominant factor has indeed been the underpricing of 
capital (arising out of certain government policies as discussed earlier) 
which simply provided inducement to the industrialists to build up larger 
capacities than what they would need at any one time merely to guard 
against the difficulties of obtaining licenses for future capacity ex­
pansion and in order to eliminate or reduce the possibility of new entry 
in the future. Moreover the kind of import licensing scheme currently 
prevailing in Pakistan encouraged the development of excess capacity as 
the eligibility to import more raw materials was determined by the extent 
of installed capacity. All that this amounted to was that industrialists 
trying to increase their total profits simply increased their capacity so 
that they could be entitled to import more raw materials. It is also 
believed that to a certain extent the limitation on the imported raw 
material may have been a factor as well. The import substitution policy 
also led to greater expansion of capacity relative to demand for output 
of the import substitution industries. However, the fact that excess 
capacity was built up at such a high rate without any regard for either 
the level of demand or the supply of inputs clearly indicates that the 
underpricing of capital was the chief inducement. 
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Tying of Foreign Aid 
Another factor to which we can attribute the current level of high 
capital intensity of Pakistani industries is the nature of foreign aid 
and foreign investments. Firstly, the foreign aid tied to the donor 
country (say, U.S. tied credit) whose technology reflects the factor en­
dowments of a capital-rich (labor-deficient) economy would naturally lead 
to the establishment of capital intensive industries in the recipient 
country. If Pakistan could indeed use a dollar loan to purchase the same 
equipment from Japan, the capital intensity would be closer to the one 
reflecting Pakistan's own factor endowments. Secondly, even with respect 
to foreign private investment, the technology adopted is once again the 
blue-print of the one back home. However due to inadequacy of informa­
tion the exact magnitude of the impact of these two factors could not be 
determined. 
Farm Mechanization Issue 
In West Pakistan there were about 9,773 tractors already in use prior 
to 1967 as indicated in the Government of Pakistan, Report on Tractor 
Survey in West Pakistan (4 9, p. 11). There is a growing tendency for 
tractor mechanization in West Pakistan, the reasons for which are not 
hard to find. 
As discussed earlier underpricing of capital arising out of over­
valued exchange rate (which made the per acre cultivation cost by Ferguson 
tractor (21 HP) 49 per cent cheaper than per acre cultivation cost by 
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bullocks), liberal tractor import policy (all along tractor import was 
placed under Open General License and during 1958-1966, licenses worth 
over rupees 10 crores were issued) and cheap credit (7 per cent interest 
repayable over a long period of time) greatly encouraged the adoption of 
tractor mechanization by farmers with large land holdings in West Pakistan, 
The support price for wheat in West Pakistan is about double the 
world price. West Pakistani farmers pay only about one-half the cost of 
wheat that farmers in other countries have to pay for a tractor of the 
same specification. This then amounts to a heavy subsidization of trac­
tor input (116). 
Size distribution and ownership patterns of land in West Pakistan 
are highly uneven as is evident from Table 52, Only about 8 per cent of 
the farms in West Pakistan (each of size 25 acres and above) possess 42 
per cent of the entire West Pakistan farm area. Ownership pattern is 
even more unequal as 7 per cent of the total number of land owners own 53 
per cent of the total farm land. According to the Government of Pakistan, 
Tractor Survey Report for West Pakistan, there are about 44,000 farms 
above the size of 100 acres (13,981 farms over 150 acres and about 30,000 
farms of 100-150 acre units). 
Such a land ownership structure provides considerable inducements 
to the big farmers to mechanize as it solves the problem of labor shortage 
during the peak season of wheat harvesting, threshing and land preparation 
for the next crop. As a consequence of the adoption of tractor mechaniza­
tion by such big land owners a substantial number of tenants are evicted 
from their land and thereby enables these land owners to retain the entire 
138 
share (either one-half or one-third) of the produce previously paid to 
the share-croppers. Thus not only does it adversely affect the employ­
ment situation, but also directly contributes to inequalities in income 
distribution .as it is clearly evident that the rich land owners usurp 
the income of these share croppers. The government report referred to 
above, revealed that the demand for tractors was directly related to the 
size of the holding in West Pakistan and most of the tractors are in use 
by farmers owning land of a size of 100 acres or more. 
However, tractor mechanization may indeed prove to be profitable 
privately but the social cost in terms of increased unemployment may also 
be high. Bose and Clark (19) interviewed certain farmers in the Punjab 
who have adopted mechanized farming, received a remarkably consistent 
report that the labor force per acre had been reduced by about 50 per 
cent from the pre-mechanization period. The post-mechanization labor 
force averaged about 4 persons per 100 acres as compared to the figure 
of pre-mechanization labor force employed of 8 persons per 100 acres. 
Rafiuddin (109) surveyed 60 mechanized farms in the Bahawalpur and Punjab 
areas of West Pakistan and found that permanent labor on these farms de­
clined from 2000 persons to only 340, out of which 100 laborers were em­
ployed on tractors. 
Table 52. Farm size distribution in West Pakistan^ 
Size Percent Percent of Total no, farms Total farm area 
of farms farm area (millions) (millions of acres) 
0-25 92 58 4,5 28 
25 and over 8 42 0,4 21 
^Source: (17, p. 17). 
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In East Pakistan the average farm size is 2.5 acres as compared to 
the average farm size of 10 acres in West Pakistan, The system is pre­
dominantly one of a large number of owner-operated family farms, A more 
precise picture of the land ownership pattern and farm size distribution 
is presented in Tables 52, 53, and 54. 
Table 53. Land ownership pattern in West Pakistan® 
Size Percent of Percent of Total owners Total land 
owners land owned (millions) (million acres) 
0-25 acres 93 47 4.7 23 
25 acres and 
above 7 53 0.3 26 
^Sources; Census of Agriculture, 1960 and Report of the 1959 Land 
Reforms Commission as quoted in (17, p. 17), 
Table 54. Farm size distribution in East Pakistan® 
Size Percent of Percent of farm 
farms area 
0-12,5 acres 96,5 81 
12,5-25 acres 3,0 14 
25 acres and above 0,5 5 
^Source; Pakistan Census of Agriculture as quoted in (17, p, 21), 
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Given the fact that in East Pakistan average farm sizes are so small, 
the only way farmers could go for tractor mechanization was through 
hiring tractor services on a daily basis from the cooperative societies. 
Indeed at Comilla under the Thana Central Cooperative Federation, 
tractors were made available to the farmers. Evidence about labor re­
quirements under tractor cultivation as against bullock cultivation is 
not yet clear. However a sample survey with respect to two new improved 
varieties of rice--IR-8 and Taipei--are available for the Kotwali Thana 
(county) of Comilla district. Both of these are Boro (winter) crops requir­
ing the use of tube-well irrigation. Cross sectional data for 1969 are 
available for these two crops and strangely enough no significant dif­
ference has been found in required average man-days of family and hired 
labor; average man-days required for threshing, planting, fertilizer use, 
weeding, insecticide use and harvesting under both methods are not sig-
9 
nificantly different. No significant difference was observable even 
with respect to total cost and per acre yield under the two techniques.^^ 
It is indeed difficult to draw any conclusions from such a small survey 
of only one Thana and that also only for the improved variety of rice.^^ 
9 
Plot size of farms hiring tractors average .33 acres and those 
using bullocks averaged ,26 acres. 
10 
The number of farms covered (sample size) using tractor services 
was 25 and the number using bullocks was 49. A "t" test was performed to 
test the equality of each of the aforementioned average values and the 
results are stated at the 5% level of significance. 
U 
Pakistan Academy for Rural Development conducted this survey. As 
the data is not published I could only evaluate the primary data in poses-
sion of Leverne Faidley, of the Agricultural Engineering Department of 
the Michigan State University, East Lansing. Faidley had been to Comilla 
and was directly associated with a study of the farmers there. 
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However the non-significant difference in total cost under the two 
techniques can be attributed to the over-valued exchange rate as discussed 
earlier and cheap credit (through the Thana Central Cooperative Federa­
tion the farmers receive loans from the State Bank of Pakistan for buy­
ing agricultural equipment for which 5 per cent interest is charged by 
the State Bank and 8 per cent service fee is charged to meet the costs of 
village and thana cooperative). That there is no significant difference 
in yield per acre further strengthens the opposition to adoption of 
tractor mechanization as this would lead to an inefficient use of the 
scarce factor (capital) with high opportunity cost. 
Land Tenure 
It is believed that small farmers with little or no alternative job 
opportunities would work together with the unpaid family help up to the 
point at which marginal productivity is positive. On the other hand 
large farmers would hire additional workers corresponding to the point at 
which the wages are matched by the marginal value product. If the ceiling 
to the land holding in West Pakistan could be lowered (as pointed out 8 
per cent of the farms in West Pakistan constitute 42 per cent of the farm 
area) it is likely that smaller farms would contribute to higher employ­
ment. In East Pakistan, of course, the abolition of the Zamindari System 
immediately following independence has broken up large land holdings. 
Yet there may be some gain in employment if the ceiling to land holding 
could also be reduced. However a fear of an increase in the number of 
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large land holdings in East Pakistan is justified on the ground that the 
larger well-to-do farmers using the new varieties would earn high enough 
incomes so as to enable them to purchase land from the marginal farmers 
with their surplus earnings. Here too a lowering of the land holding 
may contribute to both employment and equity. 
Rural-Urban Migration and Urban Unemployment 
While the bulk of Pakistan's population reside in rural areas, there 
is a persistent trend toward urbanization and more recently this phenomenon 
has accelerated. Table 55 reveals that the proportion of urban popula­
tion to the total increased from 7.9 per cent in 1951 to 12.3 per cent 
in 1961 and the actual urban-dwellers increased from 7.9 million in 1951 
to 12.3 million in 1961. In West Pakistan the urban population increased 
from 6.1 million to 9.7 million (from a proportion of 17.8 per cent in 
1951 to a proportion of 22.5 per cent of the total West Pakistan popula­
tion in 1961). In East Pakistan it increased from 1.8 million (4.4 per 
cent of the total) in 1951 to 2.6 million in 1961 (5,2 per cent of the 
total population). 
Table 56 gives us a clearer picture. During the inter-censal 
period (1951-1961), Pakistan's total population increased by 23,6 per 
cent, the rural population by 19,7 per cent as compared to 56,4 per 
cent increase in the urban Pakistan population. In East Pakistan while 
the total population and rural population increased by 21,0 and 19,8 
per cent respectively during this period, the increase in urbanization 
143 
Table 55. Rural and urban population of Pakistan and the two wings: 
1951 and 1961 (in millions)^ 
Population Percentage of total 
Year Total Urban Rural Urban Rural 
Pakistan 
1951 East Pakistan 
West Pakistan 
75.9 
42.0 
33.9 
7.9 68.0 
1.8 40.2 
6.1 27.8 
10.4 
4.4 
17.8 
89.6 
95.6 
82.2 
Pakistan 
1961 East Pakistan 
West Pakistan 
93.7 
50.8 
42.9 
12.3 81.4 
2.6 48.2 
9.7 33.2 
13.1 
5.2 
22.5 
86.9 
94.8 
77.5 
^Source: (47, p. 14, statements 3-A and 3-C). 
Table 56. Rates of growth in total, urban and rural population of 
Pakistan and the two wings; 1951-1961^ (percentage increase) 
Area Total Rural Urban 
Pakis tan 23.6 19.7 56.4 
East Pakistan 21.0 19.8 43.2 
West Pakistan 24.2 19.6 60.1 
^Source: (47, p. 14, statements 3-B, 3-C). 
amounted to 43,2 per cent. In West Pakistan, the population during the 
intercensal years increased by 24.2, the rural population increased by 19.6 
while the urban population increased by 60.1 per cent. 
The high rate of urbanization is also reflected in the rapid in­
crease in the population of the principal cities of Pakistan as revealed 
by Table 57. The significant features observable from this table are 
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that in 1961 out of a total increase of 56,4 per cent in the urban popu­
lation over the 1951 figure, 21.9 per cent of the increase was accounted 
for by the four big cities of Dacca (East Pakistan), Hyderabad (Sind), 
Karachi (Sind) and Lahore (Punjab). During this period the population 
of Karachi nearly doubled itself, Dacca more than doubled its population; 
Hyderabad more than trebled; Khulna more than quadrupled and many more 
cities have increased their population considerably. 
Table 57, Population in principal cities of East and West Pakistan; 
1951, 1961 and other years in '60s& (in thousands) 
1951 1961 Other Percentage increase 
1951-1961 
East Pakistan; 
Chittagong 290 364 398 (1964) 25.6 
Dacca 336 557 719 900 (1964) 65,7 
Narayanganj 68 162 209,0 
Khulna 41 128 202 (1964) 137,0 
West Pakistan; 
Gujrawala 121 196 250 (1965) 62,3 
Hyderabad 242 435 490 (1962) 79,7 
Karachi 1065 1913 2151 (1962) 79.7 
Lahore 849 1296 1537 (1964) 52,6 
Lyallpur 179 425 602 (1964) 137,4 
Multan 190 358 462 (1964) 88,4 
Peshawar 151 219 255 (1964) 44,4 
Quetta 84 107 118 (1964) 27,1 
Rawalpindi 237 340 28.0 
Sargoda 78 129 64.8 
Sialkot 168 164 -1.9 
^Source; 1951 and 1961 figures from (48, statement 2,17). Others 
from (52, p. 8, Table 1). 
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This rapid increase in urban population is a function of the rate 
of natural increase and of migration. As revealed by the 1961 Census, 
"A number of urban areas have been gaining in population far beyond what 
might have been expected from natural increase alone, whereas not a few 
rural areas have been losing population more or less consistently" (47, 
p. 13, para. 3.2). Following partition, only 0.8 million people migrated 
to Pakistan from across India (48, pp. 11-17) thereby indicating that 
most of the increase in urban population resulted from rural-urban mi­
gration. A survey of Karachi, the most populous city of Pakistan, re­
vealed that in 1959, 1,490,500 people were migrants out of a total 
population of 1,803,175. Or in other words, 82 per cent of the entire 
population of Karachi were migrants (29, p. 21, Table II.3). Moreover 
demographers believe that in the case of Pakistan the natural rate of in­
crease in the population of urban areas is lower than that of the rural 
population (98, p. 313). 
The Government of Pakistan National Quarterly Survey conducted by 
the Central Statistical Office (C.S.O.) of Pakistan in 1968 revealed 
that 3.52 per cent of the total urban Pakistan population of age 10 years 
and above had migrated within the preceding one year. In East Pakistan 
5.97 per cent of the total urban population of age 10 years and above had 
migrated within the preceding one year while in West Pakistan the proportion 
of such migrants amounted to 2.84 per cent. This information is provided 
in Table 58. The migrants of such age group clearly represent new ad­
ditions to the already large pool of urban labor force. 
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Table 58. Proportion of migrated population of 10 years age and above 
in urban areas of Pakistan and the two wings; January-June, 
1968^ 
Present place 
of residence 
Migrated population of age 10 and above during 
the last one year (percentage of total urban 
population) -
Urban area of; 
Pakistan 
East Pakistan 
West Pakistan 
3.52 
5.97 
2.84 
Source; (56, p. 44, Table no. 29). 
Another feature with respect to the composition of the migrants is 
most noteworthy from the point of view of our study. The 1959 Survey of 
Karachi city had revealed that the labor force participation rate among 
the migrant population was 46.2 per cent as compared to a labor force 
participation rate of 29 per cent for the native population of Karachi 
(29, p. 19). This clearly reflects the fact that a high proportion of 
the total migrants entering into the city were those who were looking 
for work. 
The C.S.O. Survey of 1968 mentioned above, gives us further and 
fairly recent information about the reasons which motivated such rural-
urban migration. The findings are summarized in Table 59. 
It is clear from the survey that in East Pakistan almost two-fifths 
of the total migrants of age 10 and above who migrated into the urban areas 
from the rural area were those looking for work. More than one-third 
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Table 59. Reasons given by rural population of age 10 years and above 
who have migrated to the urban areas of Pakistan and the two 
wings; January-June 1968® (in percentages) 
Reasons for rural-urban East West 
migration Pakistan Pakistan Pakistan 
To seek job 32. 00 39. ,37 24. 89 
To set up industry or business 6. 15 4. ,07 8. 15 
To study 1. 32 0. ,90 1. 72 
To marry 12. 10 10. ,41 13. ,73 
Others 48. 43 45. ,25 51. ,51 
Total 100. ,00 100. 00 100. ,00 
^Source: (56, p, 46, Table No. 31). 
of such migrants from rural areas of all of Pakistan were job-seekers. 
For West Pakistan almost one-quarter of the total rural-to-urban migrants 
were looking for work. On top of this some proportion of the migrants 
move to urban areas with the intention of setting up some kind of industry 
or business (6.15% in Pakistan, 4.07% in East Pakistan and 8.15% in West 
Pakistan). It is obvious that this group of migrants carry with them some 
savings from the rural areas for the purpose of setting up their industries 
or businesses which further strengthens the Fei-Ranis (30a) hypothesis 
that there is a transfer of agricultural surplus to the industrial sector 
and the above phenomenon could be one such form that it could take. 
Some migrants from the rural areas on securing appropriate jobs 
enter into matrimony with girls arranged by friends and families at their 
village homes. This is also true of many who, on acquiring education 
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from urban institutions find employment and decide to marry a girl from 
their village home. Moreover, high esteem is attached to getting 
daughters married to men with urban jobs with the government, business 
or industry. As a consequence of the above three phenomena we observe 
from Table 59 that 12.10, 10.41 and 13.73 per cent of the total rural-
urban migrants of age 10 and above in Pakistan, East Pakistan and West 
Pakistan respectively migrate solely for the purpose of marriage. 
Such a high rate of rural-urban migration could be directly at­
tributed to the growing population pressure on land (worsening land­
man ratio), increase in rural debt, unemployment and underemployment in 
agriculture, lack of rural industries to provide alternative sources of 
employment and income to the villagers and of course low incomes and 
wages. All these together create what is known as the 'push' effect to 
migration. It is found that for East Pakistan, the monthly urban wage 
rate exceeds the rural wage rate by 69 per cent (rupees 88.20 Vs. rupees 
12 
52,10). Moreover the rural-urban per capita income differential is found 
to be quite high. According to the computation by Bose (18, p. 455, 
Table I) East Pakistan's per capita rural income was only 37 per cent of 
12 
Here I used the agricultural wage as representing the rural wage 
rate and the industrial wage rate as representing the urban wage rate. 
The agricultural wage per month is computed on the basis of data on 
daily wages obtained from the Directorate of Agriculture, Government 
of East Pakistan and employment data per month from a Rajshahi Univer­
sity Survey as quoted in Bose (18, pp. 481-482, Table A-3). 
149 
the urban per capita income in 1963-64 (rupees 755,00 Vs. rupees 279). 
Griffin (59, p. 68) has estimated that for Pakistan, the per capita 
urban income is six times higher than per capita rural income (Rs. 1133 Vs. 
Rs. 200 in 1954-55 and Rs. 1278 Vs. rs. 207 in 1964-65) and that the 
per capita urban income grew four times faster (12.8% Vs. 3% over these 
13 
ten years). According to a study by Bergan, in terms of personal income 
the rural-urban per capita income differential was more pronounced in 
East Pakistan than in West Pakistan (13, p. 15, Table VI). It is little 
wonder, therefore, that a larger proportion of the migrants in East Pakis­
tan pour into the urban areas in search of jobs (39.37% of the total 
migrants) as compared to those in West Pakistan (24.89% of the total 
migrants in West Pakistan). 
There is also the 'pull' effect forcing such high rates of urbaniza­
tion in Pakistan. Urban-rural wage and income differential is indeed 
one of the main factors contributing to it, but such other factors as the 
•city lights' or 'quality of city life' which obviously include the pub­
lic amenities and certain types of urban services also lure people into 
the urban areas from rural life. It is obvious from Table 5 9 that 
those migrants whose reasons for migrating into the urban areas are 
categorized under 'others' may rightly be presumed to contain a great many 
of such individuals migrating on account of the 'pull' effect. 
13 
Griffin assumes that agricultural income is the only income that 
accrues to the rural population. This is not a realistic assumption as 
the rural population does derive income from nonagricultural activity as 
well. If this nonagricultural income were included in thé rural income 
the urban per capita income could not have been six times higher than the 
rural per capita income. 
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The consequences of such rapid urbanization is high unemployment 
in cities as we have seen in Chapter 3 of our study. The disguised un­
deremployed of the agricultural sector are transformed into the visible 
underemployed of the cities. Many of the migrants to the cities end up 
unemployed and are simply waiting for a chance for modern sector wage em­
ployment. A substantial number of the migrant villagers are then forced 
into that service subsector which is characterized by underemployment and 
is believed to perform the role of mopping up of the residual labor force, 
in jobs such as shoe-shine boys, unsolicited custodian of one's parked 
car at the market place, push-cart operator, etc. 
Regional Distribution of Employment 
We have already noted in Chapter 3 that out of every one hundred 
Pakistanis unemployed today, seventy of them reside in East Pakistan. As 
pointed out earlier we have to keep in mind the fact that there exists 
geographical separation of East and West Pakistan by over one thousand 
miles of India, the lack of any through-communication or air flight over 
India (only the handful of wealthy people and government officials 
used the jet air service between the two wings) and the only means of 
communication for the common man being by ship around the tip of India 
(today's air route as well) and that too requiring ten days of sailing 
and one year's per capita income if an East Pakistani becomes adventurous 
enough to go out to West Pakistan in search of a job. Given the fact 
that there is lack of labor mobility between the two wings of the country, 
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the basic reasons for high concentration of the nation's unemployment 
in East Pakistan is not hard to find. 
(1) While 60 per cent of the population of the country reside in 
East Pakistan between 20% to 36% of the total Pakistan development ex­
penditure was allocated to East Pakistan ever since independence (that 
is since 1947). East Pakistan's share of total private investment was 
even smaller, amounting to a meagre 25% of the entire Pakistan's private 
investment during this time. Of Pakistan's total revenue expenditure 
between 9% and 23% was spent in East Pakistan throughout the last 20 
years. 
(2) Foreign exchange earned by East Pakistan's exports accounted 
for 50% to 70% of Pakistan's foreign exchange earnings during this period, 
but the share of imports granted to East Pakistan ranged between 25% to 
30% of the total Pakistan imports. Bulk of the foreign aid was diverted 
to fill West Pakistan's substantial and chronic trade deficit, 
(3) Location of Pakistan's central government has led to the concen­
tration of the country's majority of commerce and industry in West 
Pakistan, This has been a particularly significant factor in the case of 
Pakistan as a varied and extensive system of controls are exercised by 
the federal government over the economic life of the country, such as 
controls over industrial enterprise and foreign exchange. Much of the 
entrepreneurship and capital that came in with the massive migration fol­
lowing partition was attracted by the location of the nation's capital at 
Karachi which is now as a result of it, the most highly industrialized 
and commercialized city of Pakistan today. Moreover, hosting the nation's 
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capital provided the West Pakistanis with the opportunity of much easier 
and less expensive access to the federal authorities granting the licenses 
as compared to the pitiable condition of an East Pakistani industrialist 
corresponding for months by mail with a bureaucracy reputed for red 
tape. It is little wonder that a government survey of private industrial 
and commercial establishment in the principal cities of Pakistan revealed 
that such establishments in West Pakistan numbered 199,521 employing 
673,296 men as compared to 70*466 establishments employing 367,912 men 
in East Pakistan (52, pp. 8-9, Tables 1 and 2). 
(4) But the most significant factor which deserves our attention 
is the fact. East Pakistanis who account for over one half of Pakistan's 
entire population, hold only 13 per cent of the more important Pakistan 
Central Government jobs. In all, out of the 2,779 first class officers 
in the various central government services in I960, 87 per cent were West 
Pakistanis (110, p. 15). Fifty-two out of the 53 secretaries and joint 
secretaries of the various ministries were West Pakistanis in 1960 (110, 
p. 15). The vast majority of the Pakistan central government officials 
hailed from West Pakistan. It is little wonder that the bulk of the re­
sources were allocated to West Pakistan at all times particularly in 
view of the fact that the finance minister and the deputy chairman of 
the Pakistan Planning Commission, both wielding tremendous influence over 
decision-making in allocation of resources, were always appointed from 
among West Pakistanis. 
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CHAPTER V. POLICIES AND MEASURES TO PROMOTE EMPLOYMENT IN PAKISTAN 
We have already noted that despite an impressive compound annual 
growth rate of 5.4% in Pakistan's GNP during 1960-61 through 1968-69 
and in spite of investments in real terms doubling roughly every five 
years the absolute number of unemployed in 1969-70 remained as high as it 
was in 1960-61,^ This clearly indicates that such a high rate of growth 
in GNP and in investments has failed to create enough jobs to cut down 
the level of unemployment in the country. This further confirms the view 
currently held that a high rate of growth in GNP is a necessary but not a 
sufficient condition for the reduction in the level of unemployment. 
Therefore, in addition to a high growth rate in GNP and a high level 
of investment, we now attempt to seek out certain policies and measures 
which will help alleviate if not eliminate the unemployment problem in 
Pakistan. In the first section an attempt is made to identify and recom­
mend policy changes and new measures and policies which would help create 
larger job opportunities particularly in the modern sector. The scrutiny 
of policies conducive to employment creation is not limited to the national 
level alone. Even the developed nations of the world do influence em­
ployment growth in Pakistan through their policies on trade and aid. 
Certain policies that are currently being pursued by the government will 
have to be revised or discontinued. Much of the policy recommendations 
and measures to promote employment will run along these lines in this 
^In I90O-0I the unemployment level in Pakistan was 8.04 uiilliou man-
years as compared to 8.15 million man-years in 19o9-70 as we recall 
from Chapter 3. As a proportion of tne total labor force, however, some 
improvement was registered, A decade ago nearly one-quarter of the entire 
labor force was unemployed as compared to one-fifth in 1969-70. 
154 
section, 
A given increase in manufacturing employment tends to be accompanied 
by a much larger absolute increase in the tertiary sector employment. 
This implies that additional employment in the manufacturing sector also 
indirectly contributes to total employment through additional jobs 
created in the tertiary sector. The magnitude of the "employment multi­
plier effect" of increased manufacturing employment is investigated in 
the following section. 
The third section deals with measures to increase employment, out­
put and productivity in agriculture. The study focuses on the extent of 
increase in yield and employment that is currently being brought about 
through the advent of the 'Green Revolution' in Pakistan, In particular 
I propose to examine the increase in yield and employment created by 
the new improved varieties of Mexican Dwarf variety of wheat and IR-8 and 
Taipei varieties of rice imported from Philippines (International Rice 
Research Institute) over the native traditional varieties of wheat and rice. 
The issue of tractor mechanization is taken up and some clear cut 
guide lines are provided. The role of the rural cooperative organization 
in promoting rural development is also noted, A complete analysis is 
made of the working, problems and prospects of the rural works program 
currently in operation in Pakistan. As we shall note the rural works 
program is the most effective program to have been developed in Pakistan 
with a view to creating agricultural employment, raising productivity in 
agriculture and in building up a rural economic infrastructure. Insofar 
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as this program is able to raise rural incomes or wages and agricultural 
productivity, the rural-urban migration rate is likely to be dampened if 
not checked altogether. 
The next section of this chapter looks at the sectoral direct and 
indirect employment and output potential of the seven sectors of the 
East and West Pakistan economies on a separate basis. This is done in 
an input-output framework. 
The final section of this chapter is devoted to identifying certain 
policies and measures, the adoption of which will help reduce the 
enormously high share of the burden of Pakistan's total unemployment in 
only one region (East Pakistan) of the country. 
Given the crucial need for tackling the unemployment problem in 
Pakistan, we now proceed with our task of identifying policies and 
measures, in addition to growth per se, which will help alleviate if not 
completely resolve, the problem. 
Population Control Policy 
During the 50's some kind of a family planning program was in exist­
ence but the Government of Pakistan did not play any significant role in 
it. It was only after the 1961 Census had revealed that the population 
was growing at a very rapid rate that the government was concerned and 
that it started taking an active interest. The Government of Pakistan 
readily sanctioned rupees 35.5 million for the Family Planning Program 
under the Second Five Year Plan (1960-65) which was to be implemented by 
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the Ministry of Health, Labor and Social Welfare. But the staff of that 
ministry could not cope with the burden of the new responsibilities in 
addition to their regular duties with the result that at the end of the 
plan period funds could not be fully utilized. However, some kind of a 
base was created for the development of subsequent programs. 
The family planning program corresponding to the Third Five Year 
Plan (1965-70) was the first comprehensive scheme for Pakistan with an 
estimated cost of rupees 284 million. The main features of the scheme 
were as follows: (1) Emphasis was placed on making family planning 
available to the entire eligible population as early as possible; (2) the 
size and scope of the program required the development of a vast core 
of professionals, para-professionals and 'lay' workers; (3) two types of 
'lay' workers were used in large numbers. First the 'dai' (village mid­
wife) was employed at Rs. 15 per month plus a commission of Rs. 2.50 for 
every additional client (acceptor) she brought to the center for intra­
uterine device (lUD) insertion. Secondly, 'agents' were used in large 
numbers to distribute conventional contraceptives for a commission of 
15% of the value of contraceptives sold at the heavily subsidized prices; 
(4) incentive payments were made to doctors for lUD insertion or 
sterilization; patients accepting the lUD and vasectomy also received a 
fee; and a 'finder's' fee was paid to the 'dais' or others who brought 
clients to the clinics; (5) targets for fertility reduction under the 
program were set and the targets were first translated into births to be 
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2 
averted and then to couple years of protection. The objective of the 
program was to reduce the birth rate from 50 per 1000 to 40 per thousand 
so that the increase in population could be effectively checked and did 
not exceed 2.5% per annum. 
By translating the program performance to births averted the 
Family Planning Division of the Government of Pakistan claims that during 
1965 through 1970, the crude birth rate was indeed reduced from 50 per 
1000 population to 41.15 per 1000 population. The performance is sum­
marized in Table 60, 
If these figures are true representation of the achievements under 
the program, the Pakistan Family Planning Program's success could be con­
sidered as one of the most astonishing! But unfortunately many in 
Pakistan have called in to question the validity of these figures. As 
noted above, targets were expressed as desired reduction in the assumed 
fertility rates and these targets were translated into additional targets 
expressed in terms of number of acceptors of various contraceptive methods. 
This was indeed a brilliant piece of administrative device,for the extent 
to which these targets were fulfilled reflected the efficiency of the 
family planning workers. Such an administrative pressure, it is widely 
believed, led to considerable exaggerations in the reporting of the 
successes of the program. Required to meet the established targets, it 
did lead to falsification of reports. Even in some semi-official documents 
2 The Couple Years of Protection index developed in Pakistan was a 
shorthand method of translating family planning acceptance into number 
of births averted (10). 
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this guilt is acknowledged,3 
The performance record under the program, if true, is without 
precedent. Only in the case of Taiwan, similar, though smaller, re­
duction in the crude birth rate had been achieved and that under favor­
able circumstances when a declining trend in the crude birth rate was 
already being experienced prior to the introduction of the family plan­
ning program. In Pakistan, it is claimed that the crude birth rate was 
reduced by a larger amount than Taiwan and that too under circumstances 
where a secular decline in fertility was absent in the case of Pakistan. 
Apart from raising doubts about the validity of the figures re­
garding the magnitude of success of the program certain other short­
comings deserve our attention: (1) The 'dais' (village midwives) were 
poorly trained and their performance was consequently poor in terms of 
attracting active clients (135, p. 43); (2) by 1968, there were 85,000 
agents and 'dais' operating under the scheme as a result of which the 
family planning officer's work was overburdened with having to super­
vise 40 'dais' and 40 agents in each area. Due to the lack of productive 
communication between the family planning officer and the 'dais', the 
family planning officer was reduced to the role of an agent rather than 
a leader; (3) as the incentive scheme rewarded the clinical contracep-
tives--increasing emphasis was placed on lUD and sterilization; (4) the 
focus in the family planning program had been on initial acceptance of 
%he exact magnitude of the falsification is not yet known, although 
its presence is now firmly confirmed. One such document is authored by 
Wajihuddin Ahman, the director of the Pakistan Family Planning Program, 
himself (2). 
Table 60, Estimated family planning performance and its assumed demographic impact, Pakistan: 
1965-19703 
Year Mid year lUDs Ster­ Orals Conven­. lUDs Ster- Orals Conven- Total CBR un­ CDR un­ Esti­
popula­ iliz­ (Cy­ tion­ iliz- tion- der fam­ der de- mated 
tion ation cles) al con­ ation al con­ ily plan­' clin- % 
tracep­ tracep­ ning pro­' ing as­ growth 
tives tives gram sumption rate 
of pop­
ulation 
1965 115,000 252 5 - 36,328 - - - - 50.00 20.00 3.00 
1966 118,393 588 49 - 97,154 62.3 1.5 - 65.3 129.1 48.91 19.50 2.94 
1967 121,818 776 267 - 164,118 177.2 16.2 - 175.4 368.8 46.97 • 19.00 2.80 
1968 125,169 836 449 - 181,812 296.6 95.4 - 296.3 688.3 44.50 18.50 2.60 
1969 128,365 900 516 - 185,000 387.8 224.1 328.2 940.1 42.67 18.00 2.47 
1970 131,475 840 660 2,600 190,000 465.4 364.3 - 333.9 1163.6 41.15 17.50 2.37 
^Source; (40). 
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a contraceptive method by a client (this act alone made the 'dais' and 
agents eligible for the commission) and no effort was made thereafter 
to determine or to convince the acceptor to use it on a continual or 
regular basis; (5) the women ('dais') dominated the field organiza­
tion on the unconfirmed belief that the motivation for family plan­
ning is higher among the wives than among the husbands. Even if this 
was true certain advantages of approaching the husband is foregone. 
However the earnestness with which the government went about 
grappling with family planning programs is reflected by the scale at 
which the operation w&s started. If one counted the full and part-
time family planning workers in Pakistan, the magnitude of the family 
planning administrative structure built is gauged by the fact that 
by 1968 the family planning organization in Pakistan was the third 
largest employer in the whole country--the military and the railway 
system being the other two larger employers. 
It is believed that with the inauguration of the Fourth Five Year 
Plan (1970-75) major changes in the strategy of the family planning 
program will be introduced, such as full-time male and female workers 
will be used, delayed incentive payments will be made and verifica­
tion to insure accuracy of reporting. Continuity of the family planning 
practice by a client and the hiring of both male and female full time 
field workers would be a significant step forward. It is widely ac­
claimed that Pakistan's family planning program provides an impressive 
administrative model for other developing countries to adopt. Despite 
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questions of validity of the reports of success in achievement of 
targets under the program some modest level of success has definitely 
been achieved and should continue. 
Devaluation and Industrialization Policy 
In the light of what we have discussed in the last chapter, factor 
price distortions have to be reduced or eliminated. This can be done, 
firstly by removing policies whose effect is to reduce the price of 
capital below its equilibrium level. Measures such as the devaluation 
of the Pakistani rupee and raising of interest rates have to be promptly 
adopted so as to remove the underpricing of capital currently in ex­
istence. 
A full devaluation was not carried out in the 1950's on the pre­
sumption that the deijiand for jute exports was inelastic in the short 
run. Jute constituted over one-half of Pakistan's total exports earnings 
during that period. While the demand for jute may well be inelastic 
in the short run, Pakistan has lost a considerable share of its tradi­
tional jute market by maintaining an over-valued exchange rate. 
It was also believed that devaluation could have raised the price 
of imported food stuffs. With the recent advent of the 'green revolu­
tion' in West Pakistan, Pakistan is shortly likely to move from a food 
deficit position into a food surplus position. So reluctance to devalue 
is not based on sound reasoning any longer. 
Another reason for the Pakistan government to have shunned the 
question of devaluation is that the large profits that accrued to the 
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importers enabled the government to raise its revenues through in­
direct taxes on imports with greater ease of collection. 
Maintenance of low interest rates can be attributed to the oligo­
polistic market structure in which the. commercial banks operate and 
the existence of considerable influence of the capitalists on both the 
commercial banks and the monetary authorities in Pakistan. 
Both the questions of overvalued exchange rate and low interest 
rate must be viewed in the context of a situation wherein 66% of the 
total industrial assets, 70% of the nation's insurance funds and 80% 
of Pakistan's bank assets are concentrated in the hands of 20 families. 
Policies designed to promote industrialization in Pakistan by means of 
discrimination in favor of capital, such as policies which provide 
for accelerated depreciation allowances, investment control system 
favoring industrial investments and tax holidays to industry--all of 
which contribute to the emergence of capital intensive industries, will 
have to be revised or discontinued. 
Cost of Hiring Labor 
We have noted already how the ascending power of the labor unions 
and the patronizing attitude of the government has had the combined 
effect of pushing industrial wage rates upward (at least the government 
is responsible for revising the minimum wage upward together with 
fringe and social welfare benefits required by law). In Pakistan in­
dustrial wages for unskilled workers has gone up whereby the relative 
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(to capital) price- of labor does no longer reflect the relative 
abundance of labor and it is but natural for the progressive business­
men to adopt capital-intensive methods of production. Incidentally, 
the latter are also able to free themselves from, or at least reduce 
the magnitude of labor troubles by reducing the need to hire more labor 
if their factories used capital intensive techniques. The excessive 
paternal attitude of the government has to be given up and acts and 
ordinances passed by the government legalizing pressure tactics com­
monly adopted by the labor unions on their employers should not be 
readily passed or if passed the consequences in the light of what we are 
discussing should be considered. 
Effect of Removal of Factor Price Distortions 
That removal of factor price distortions (and the resulting in­
crease in price of capital relative to price of labor) would contribute 
to the adoption of less capital intensive technologies in industries 
is established by the following facts. 
In East Pakistan, the capital intensity is lower for the medium 
scale industries than for the corresponding largescale industries^ 
In West Pakistan the capital intensities are lower in medium scale in­
dustries than the corresponding industries in the combined medium and 
large scale industries (81, p, 249). The reasons are not hard to find. 
^The large scale industries include firms employing more than 20 
workers and using power while the medium scale industries include firms 
either employing less than 20 workers or using no power. 
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It was difficult for the small enterprises to have access to bank credit. 
Therefore it was only natural for them to use in their computations a 
rate of interest closely reflecting the opportunity cost of loanable 
funds. It was even more difficult for these small enterprises to pro­
cure import licenses for machineries. Such licenses were almost always 
issued to the big influential capitalists and commercial importers. 
Therefore, the small enterprises had to buy their machineries from 
commercial importers at relatively higher prices. It is evident that 
in the case of small enterprises, under-pricing of capital did not occur. 
We have noted in Chapter 4 that, for any given skill, the small 
scale industries pay lower wages than those paid by large scale in­
dustries. The large scale industries have to hire unionized labor 
who exert pressure for higher wages. Moreover government pressure also 
exists for providing housing, minimum wages which are often revised 
upwards(by 30% over the previous wage rate when the Yahya government 
took over in 1969) and other social welfare benefits to workers. 
Thus it appears that the relative factor prices (price of capital 
relative to price of labor) faced by the small enterprises is more 
rational than that faced by the large scale industries. As a conse­
quence the capital intensity is found to be higher in the large scale 
industries as compared to the small scale industries. 
Greater Utilization of Installed Capacity 
Policies in Pakistan have to be designed in a manner such that 
there is larger utilization of installed capacity in Pakistani industries. 
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As pointed out earlier this would contribute to producing larger cur­
rent output, fuller utilization of scarce resources and most importantly, 
provide additional employment. 
We have noted earlier that import licenses are granted on the basis 
of the size of the installed capacity. In order to be eligible for 
further import licenses industrialists naturally tended to expand the 
size of their installed capacity without any consideration for relative 
increases in demand for their products. The import substitution 
policy currently prevailing in Pakistan also contributed to greater 
capacity expansion. Both these policies need immediate revision. Insofar 
as uncertainty in the procurement of import licenses contributed to 
excess capacity some effort will have to be made by the government to 
dispel such uncertainties from the system. 
Insofar as excess capacity is built up on account of the lack of 
an adequate domestic market (or demand), the international community 
has a positive role to play. Nearly 60% of Pakistan's total exports go 
to the developed countries. The major buyer of Pakistan's imports are 
the U.K,, U.S,A,, China, (Mainland), U,S,S,R, and West Germany, and the 
rest of the members of the E,E.C, What we notice today in the inter­
national trade scene is a situation where the developed nations are 
busily erecting tariff barriers against exports coming primarily from 
the less developed countries. The restrictive policies of the E,E,C, 
and the imposition of surcharge on imports by the U,S,A. would certainly 
reduce Pakistan's exports. A relaxation or withdrawal of the restrictions 
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imposed on imports from the developing countries would definitely 
contribute to providing the market, cutting down the size of excess 
capacity as it exists today and most of all contribute to providing 
employment. The gain is not one-sided; the developed countries stand 
to gain as well. If Pakistan could sell more cotton and jute textiles, 
footwear, leather and leather goods, hides and skins and other labor 
intensive products, Pakistan would earn more foreign exchange which 
in turn could be used to buy machinery, transport equipment, iron and 
steel manufactures, chemicals, drugs, electrical goods etc, (products 
of a capital intensive nature) from the developed countries. 
However, it is likely that excess capacity could be reduced to 
some extent by devaluation as increased cost of capital imports would 
check somewhat the current spree of capacity expansion. 
Tied Foreign Aid 
As pointed out earlier, foreign aid or loan from developed countries 
when tied to the market of a donor country or to a specific project 
sometimes leads to the adoption of capital intensive technologies. The 
kind of technology associated with equipment obtained are not appropriate 
for the less developed countries in terms of labor intensity. Perhaps 
the more appropriate technology would have been the one that existed 
in the currently developed countries several decades ago and nor do 
they exist today. Therefore major attempts will have to be made both 
by the developing and developed countries in evolving and applying 
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technologies of higher labor intensity. In this connection it may be 
mentioned that one developed country, the Netherlands, has already 
taken the initiative in this respect. The Phillips Company located 
there has ventured on a pilot project in which labor intensive tech­
nologies are being experimented with (131, p. 657). With respect to 
the problem of tied aid or loan, it is possible that dollars or pound 
sterling provided without the strings attached, for example, given the 
freedom to buy equipment from Japan instead of the U.S. will definitely 
enable the recipient country like Pakistan to obtain equipment with a 
relatively higher labor intensity than that of the U.S. 
Employment Multiplier Effect on Tertiary Sector 
For the purpose of the analysis, sectors have been grouped into two 
major categories; manufacturing and 'tertiary' employment, the latter 
defined to include all the categories with the exception of agriculture, 
mining and manufacturing.^ On the basis of the data in Table 61,^ a 
This is not the only way to classify tertiary employment. Some­
times construction sector is excluded from the tertiary sector and in­
stead is combined with manufacturing to give 'secondary' employment. 
However from the viewpoint of our study in which we are interested in 
tracing the impact of manufacturing value added and manufacturing em­
ployment on tertiary employment, this kind of a classification is more 
appropriate. Of course other classifications could also be logical de­
pending on the purpose at hand, 
^Data for 1951 and 1961 are obtained from the Pakistan Population 
Censuses, For 1955, the manpower survey provided the information as 
quoted in Abbasi (1, p. 233), The 1964 data has been obtained from the 
Central Statistical Office of the Government of Pakistan as quoted in 
Seib (114, p. 36), The Central Statistical Office of the Government of 
Pakistan conducted Quarterly National Sample Surveys of population and 
labor force for several years which gives us the labor force participa­
tion rates and percentage distribution of sectoral employed labor force. 
The population estimates as given by the Government of Pakistan, Minis­
try of Economic Affairs are used to compute the various figures (42, p,108). 
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linear regression derived by least squares gave the following equation: 
E = 485.27 + 1.972E„i 
(0.25904303) 
The coefficient of determination (R^) turns out to be 0.91, the figure 
in parentheses is the standard error of the estimate and the coeffi­
cient is significant at the 1% level. The Durbin-Watson statistic is 
calculated at 2.2606 and a two-tailed test at the 5% level of sig­
nificance reveals that there is no serial correlation. It is clear from 
the regression equation that a given increase in manufacturing employ­
ment tends to be accompanied by a much larger absolute increase in 
7a 
tertiary sector employment. For every additional job created in the 
Table 61. Employment in manufacturing and tertiary sectors of Pakistan; 
various years of the period 1951 through 1968 (thousands 
of workers) 
Year Manufacturing Tertiary sector 
employment (E^) employment (Ej-) 
1951 1381 4088 
1955 1760 6341 
1961 2454 4332 
1964 3142 7250 
1965 3707 7840 
1966 3768 7080 
1967 4207 9308 
1968 4089 8786 
manufacturing sector, approximately two additional workers find employ­
ment in the tertiary sector.^ Increase in manufacturing employment 
would certainly lead to an increased demand for trade, commerce, services, 
®rhis characteristic is present in other less developed countries as 
well as is shown in the study by Galenson (31) using international cross-
section data. 
^^It is assumed that the requisite production and investment conditions 
are satisfied. 
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electricity, gas, housing, etc., a direct result of which was the 
creation of new jobs in the 'tertiary' sector, 
A second general relationship that might be considered is that 
between manufacturing value added (rather than employment) and tertiary 
employment. We consider the growth in manufacturing value added and 
in tertiary employment during the period 1951 through 19o8. During 
the sub-period 1951-1961, when manufacturing value added® increased 
at the compound annual rate of 7.6%, employment in tertiary sector 
increased at the annual rate of 1.8%. During 1951-1968, when the value 
added in manufacturing grew at the compound annual rate of 7,8%, ter­
tiary employment increased by 9% annually. Tertiary employment in­
creased annually at 4.25% when the value added in manufacturing in­
creased at the rate of 7,8% per annum during 1951 through 1908. Thus 
we note that there is not much of a correspondence between growth in 
manufacturing output and growth in tertiary sector employment. 
It is evident therefore that additional employment created in 
the manufacturing sector results in an increase in the effective demand 
for goods and services of other sectors and thereby leads to an in­
crease in employment in those sectors. This phenomenon could be con­
ceived as representing the employment multiplier effect of increased 
manufacturing employment. 
®At constant 1959-60 factor cost. 
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Output and Employment under the New Improved Varieties of Seeds 
In the first section I propose to examine the increase in yield 
and additional employment generated by the new improved varieties over 
the traditional varieties, of rice and wheat seed on a per acre basis. 
In the second section, I will examine the level of employment per unit 
of output under the new varieties and compare them with employment 
per unit of output under the traditional varieties. 
West Pakistan 
A survey of the 'barani'^ land of Hazara district in West Pakistan 
was carried out to determine the comparative yields of the new improved 
Dwarf wheat variety and the traditional native 'Desi' variety of wheat. 
Information about employment provided under the two varieties is also 
available. Dwarf wheat varieties are high yielding varieties of wheat 
which were developed in Mexico and imported into West Pakistan. Table 
Table 62. Comparative yields of Desi and Dwarf wheat on Barani land, 
Hazara district. West Pakistan: 1967-1970® (maunds/acre)° 
Year Dwarf wheat Desi wheat Yield difference 
(Col. 2 minus 3) 
Column 4 as 
% of col. 3 
(1) (2) (3) (4) (5) 
1967-08 23.92 9.08 14.84 163.4 
1968-b9 17.52 10.24 7.23 71.1 
19o9-70 15.12 8.48 6.64 78.3 
3 yr av. 18.85 9.27 9.58 103.3 
(1967-70) 
^Source: (113, p. 29, Table 8). 
^One maund is equivalent to 82.28b lbs. 
9«Barani' in the Urdu language spoken in West Pakistan, means depend­
ing on rainfall. The term is commonly used to mean rainfed and/or un-
irrigated land. 
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62 reveals that for each and every year Dwarf wheat yielded consistently 
far larger amounts than the Desi varieties. On the average, the Dwarf 
new varieties yielded 103.3% more than the Desi variety during the 
three years under consideration in the Hazara District of West Pakistan. 
Even in irrigated areas of West Pakistan, the new imported varie­
ties of improved Mexican wheat yielded larger amounts compared to the 
local varieties. A study of 502 farmers by Mushtaq Hussain (71) provided 
the following yield differences as shown in Table 63. Labor require-
Table 63. Comparative yields of Mexican and Dwarf wheat and local 
varieties: various districts of Sind and Punjab in West 
Pakistan, 1969 (yields in maunds/acre)^ 
Province/District Mexican Local Yield difference Col. 4 as % of 
(1) (2) (3) (4) Col. 3 
Punjab; 21. ,18 17. 42 3. ,7b 21. ,6 
Rawalpindi 17. 91 10. 53 6. 98 66. ,3 
Sahiwal 17. 81 15. 49 2. ,32 15. ,0 
Lyallpur 22. 94 18. 56 3. 48 18. 8 
Sind 25. 92 16. 59 9. ,43 56. 8 
Dadu 21. 48 13. 52 7. 87 58. 4 
Hyderabad 28. 70 18. 32 10, .39 56. 7 
Nawabshah 27. 02 17. 60 9. 43 53. 5 
^Source: (Mimeo provided by Syed Mushtaq Hussain of the Pakistan 
Institute of Development Economics as quoted in 113, p. 30, Table 9), 
, 10 
ments per acre under the two varieties are shown in Table 64. It 
is obvious a priori that the greater output under the new varieties 
The survey is base d on Lora and Oghi Thanas (county) of 
Hazara district where cultivation is based on hilly terraced farms. 
Areas with such topography are bound to derive the benefit of increased 
employment associated with further adoption of the Dwarf wheat variety 
as mechanized farming would be hard to introduce on account of the 
hilly terrace land. 
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would require more labor for harvesting the total produce. However, 
from the table below, the labor requirements for both the Mexican 
Dwarf variety and the local Desi variety are presented for each stage 
of the production process—from field preparation through storage. 
Certain features are noteworthy; (1) Overall labor requirements have 
increased by nearly 50% and labor requirements for field preparation 
and sowing have also increased significantly; (2) while output per 
acre increases by over 100% (Table 62), labor requirements increase by 
around 50% thereby implying that average cost per maund for processed 
Dwarf wheat becomes less for the 'barani' small holders; (3) for 
every acre brought under cultivation with the Mexican Dwarf variety of 
wheat, 83 additional man-hours of employment is provided. 
Table 64. Man-hours employed per acre for the improved Mexican wheat 
variety and the local Desi wheat variety in Hazara district 
of West Pakistan; 1969-1970^ 
Variety of wheat Field prepara­
tion and sowing 
Harvesting Clara^ Winnow-
and ing and 
threshing storage 
Total 
Mexican dwarf 96.8 74.4 40.8 40.0 252.0 
Local 'Desi' 62.4 52.0 28.0 26.4 168.8 
Added labor 34.4 22.4 12.8 13.6 83.2 
Row 3 as a % 
of Row 2 55.13 43.08 51.52 49.29 
^Source; (113, p. 34, Table 10). 
bciara is à threshing floor prepared by driving bullock teams in 
circles in a particular spot in the field until the ground is packed 
hard. 
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East Pakistan 
Currently information is available about yield, employment and 
profitability of cultivating the new improved variety as well as the 
local native varieties of rice grown in the irrigated areas of Comilla 
district of East Pakistan during the winter season, Taipei-177 and 
IR-8 are the two new improved varieties of rice imported from Taiwan 
and the Philippines (International Rice Research Institute in Manila) 
respectively and Shaitta^^and Boro^are the two local native varieties 
of rice grown in Comilla area. 
Table 65, Comparative yields of Shaitta and Boro (local native) and 
Taipei-177 and IR-8 (new improved) varieties of rice in 
Comilla, East Pakistan, 1966-1969^ (maunds per acre)^ 
Yield differ, as ° of local , varieties 
Years Shaitta Boro Taipei 
-177 
IR-8 (4) minus 
(2) as 7o 
of (2) 
(4)minus 
(3) as % 
of (3) 
(5)minus 
(2) as 
of (2) 
(5)minus 
(3) as 7o 
of (3) 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
1966 16.8 22.1 35.4 - 111 60 - -
1967 21.4 22,3 37,9 44.7 77 70 109 100 
1968 21.3 23.9 44.5 46.7 109 86 119 95 
1969 20.4 16.0 39.0 43.2 91 144 112 170 
3/4 yr 
av. 20.0 21.1 39.2 44.9 96 86 125 113 
^Source: Computed from (65). 
^One maund is equivalent to 82.286 lbs. 
^^^Derived from the Bengali word "Shait" meaning sixty, the Shaitta 
rice takes sixty days to grow. 
^^^'Boro' is essentially a swampy rice harvested in summer. 
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On an average for these four years, the Taipei-177 new variety 
yielded 96% more than the local Shaitta variety and 86% more than the 
local Boro Rice, The IR-8 output per acre exceeded the Shaitta output 
acre by 125% and the Boro output per acre by 113% on an average during 
the three years under study. 
Table 66 on the other hand gives us information about labor re­
quirements under the different varieties of rice. Certain conclusions 
can be drawn from a study of the table, (1) Overall labor require­
ments for the four years on an average (1966-69) per acre under Taipei-
177 variety is found to be 78% higher than the Shaitta Rice and 28% 
higher than the Boro rice. For IR-8 labor requirements per acre on an 
average during the three years (1967-69) exceeded the Shaitta labor 
requirement per acre by 92% and that for the Boro by 38%. (2) For 
every additional acre brought under cultivation of Taipei-177 rice 
29.9 man-days of additional employment is created over Shaitta rice 
and 14.8 additional man-days of employment over the Boro rice. Simi­
larly for every additional acre brought under IR-8 provided 35.5 ad­
ditional man-days of employment over the Shaitta and 20.4 additional 
man-days over the Boro, 
Table 67 gives us further information about labor requirements 
for the various varieties of crops according to the different stages of 
operation. It is evident from that table that increased labor re­
quirements under the new varieties are largely brought by Increases in 
man-days devoted to fertilizer use, weeding, plant protection, humidity 
and threshing. The extent of additional labor required under each of 
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Table 66. Labor man-days required per acre under Taipei-177 and IR-8 
(new varieties) and Shaitta and Boro (local traditional 
varieties) in Corailla, East Pakistan, 1965-1969^ 
Crop; 1965 1966 1967 1968 1969 Av. 3/4 yrs 
(1) Shaitta 41.4 33.6 32.0 41.8 45.6 38.5 
(2) Boro 60.9 51.7 46.6 56.3 52.5 53.6 
(3) Taipei-177 60.5 60.4 74.7 77.6 68.4 
(4) IR-8 - 68.8 77.7 75.6 74.0 
Additional labor: 
(5) Taipei over Shaitta 
Row 3 minus Row 1 26.9 28.4 32.9 32.0 29.9 
(6) Taipei over Boro 
Row 3 minus Row 2 8.8 13.8 18.4 25.1 14.8 
(7) IR-8 over Shaitta 
Row 4 minus Row 1 - 36.8 35.9 30.0 35.5 
(8) IR-S over Boro 
Row 4 minus Row 2 - 22.2 21.4 23.1 20.4 
(9) Row 5 as % 
of Row 1 80 89 79 70 78 
(10) Row 6 as % 
of Row 2 17 30 33 48 28 
(11) Row 7 as 7o 
of Row 1 115 86 66 92 
(12) Row 8 as % 
of Row 2 48 38 44 38 
Source: (65, p. 5, Table 3(b)). 
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Table 67, Distribution of human labor into various stages of operation; 
Shaitta (1965-69), Boro (1965-69), Taipei-177 (1966-69), 
and IR-8 (1967-69) averages; Comilla, East Pakistan* 
(mandays/acre) 
Crop Prep. 1 Ferti­ Sowing Weed" • Irri­ Plant Hu­ Thresh­-To ta] 
of lizer and trans - ing ga­ pro­ mid­ ing 
land use planting tion tection ity 
(l)Shaitta 5.5 4.8 2.1 6.6 1.9 0.5 12.8 4.3 38.5 
(2)Boro 5.6 3.7 18.4 6.9 1.5 0.6 12.4 4.5 53.6 
(3)Taipei- 5.0 18.5 15.4 1.7 1.1 14.0 7.7 68.4 
177 5.0 
5.4 17.1 20.0 1.2 1.4 16.1 9.0 74.0 
(4)IR-8 3.8 
Additional labor; 
(5) Row 3 minus 
Row 1 -0.5 0.2 16.4 8.8 -0.2 0.6 1.2 3.4 29.9 
(6) Row 3 minus 
Row 2 -0.6 1.3 0.1 8.5 0.2 0.5 1.6 3.2 14.8 
(7) Row 4 minus 
Row 1 -1.7 0.6 15.0 13.4 -0.7 0.9 3.3 4.7 35.5 
(8) Row 4 minus 
Row 2 -1.8 1.7 -1.3 13.1 -0.3 0.8 3.7 4.5 20.4 
(9) Row 5 as % of 
Row 1 -9.1 4.2 781.0 133.3 -10.5 120.0 9.4 79.1 77.7 
(10) Row 6 as 7o of 
Row 2 -10.9 35.1 0.5 123.2 -13.3 83.3 12.9 71.1 27.6 
(11) Row 7 as % of 
Row 1 -30.9 12.5 714.3 203.0 -36.8 180.0 25.8 109.3 92.2 
(12) Row 8 as % of 
Row 2 -32.1 46.0 -7.1 190.0 -20.0 133.3 29.8 100.0 38.1 
^Source; (65, p. 7, Table 3c). 
these operations is shown for the two new varieties in the table. It 
is interesting to note that labor requirements under the new varieties 
for preparation of land, sowing and transplanting and irrigation actually 
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declined over the labor requirements under the traditional varieties; 
but this decline in only three stages of the production process was 
more than compensated for by the other five stages of the operation 
thereby requiring substantially larger man-days of labor. 
According to the findings of the Pakistan Academy of Rural- De­
velopment Survey (11) the returns to investment (1967-1969 average) 
was 31% for the local varieties and 116% for IR-8 in terms of net 
income^^and ITU for the local varieties and 116% for IR-8 in terras of 
family income.^ 
Thus we note that the new varieties are more profitable than the 
traditional varieties of rice in Comilla and this alone should provide 
adequate incentives to the farmers to adopt the new varieties. Another 
noteworthy feature of the new varieties is that for both wheat in West 
Pakistan (see Table 62 and Table 63 in conjunction with Table 64) and 
rice in East Pakistan , (see Table 65 in conjunction with Table 66) 
growth in output and employment are not two conflicting objectives. The 
tremendous potential that exists for both agricultural output and em­
ployment expansion through rapid and massive adoption of the new im­
proved varieties is revealed by the fact that rice acreage accounts for 
over 80% of East Pakistan's total cropped acreage and wheat acreage 
11 (Gross returns - total cost) ^  j^qq 
Total cost 
12 
(Gross return - cash cost) ^  
Total cost 
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1 ^  
accounts for nearly 40% of West Pakistan's total cropped acreage.^ 
It is evident from Table 68 that for the new varieties employ­
ment per unit of output diminishes compared to that under the tradi­
tional varieties. For instance on an average over the period under 
Table 68, Employment per unit of output of rice: IR-8 and Taipei-177 
(new varieties) and Shaitta and Boro (traditional varieties) 
in Comilla, East Pakistan, 1966 through 1969 (man-days re­
quired per maund of rice grown in one acre)^ 
Years Shaitta Boro Taipei-177 IR-8 
1966 2,0 2,3 1.7 -
1967 1.5 2,1 1.6 1.5 
1968 2.0 2.4 1.7 1.7 
1969 2,2 3.3 1.9 1.8 
3/4 yrs average 2,0 2.5 1.9 1.7 
^Source: Computed from Tables 65 and 66, 
study man-days per maund of Shaitta is 2,0 compared to only 1,9 and 
1.7 under the new varieties, Taipei and IR-8 respectively. We have 
also noted that in contrast to this feature employment per acre under 
VO 
While our current study is based on the Boro rice, my recent con­
versation with Anwarul Hague of the Pakistan Academy for Rural Develop­
ment at Comilla in East Pakistan (currently on training at the Michigan 
State University, East Lansing) confirmed that although evidence on em­
ployment and output for the new varieties of Aman rice is not currently 
available, his experience with the rural development program in Comilla 
confirms that similar or even better output-employment performance can 
be expected. Aman is the winter harvested rice (Nov. and Dec.) and the 
most extensively cultivated variety in East Pakistan, 
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the new varieties is larger than the traditional varieties (Table 
66). In West Pakistan too, we find that man-hours required per maund 
of Dwarf Mexican wheat is 16.7 compared to 20 man-hours required per 
maund of Desi wheat per one acre (Tables 62 and 64). Of course labor 
requirements per acre increase under the new varieties (Table o4).^^* 
The Tractor Mechanization Issue 
As pointed out earlier the overvalued exchange rate (119% over­
valued in 1964-65) accompanied by liberal tractor import licenses 
(tractor imports placed under open general license and during 1958-1966, 
rupees 100 million worth of licenses were issued), and the availability 
of cheap credit (7% interest with long repayment period), has led to 
a situation whereby cost of cultivating one acre of land by means of 
Ferguson (21 Horse power) tractor is found to be 49% cheaper than the 
cost of bullock cultivation per acre of land in West Pakistan. How­
ever, at the equilibrium exchange rate the situation is completely re­
versed whereby the cultivation cost per acre through Ferguson tractors 
exceeds the cultivation cost per acre by means of bullocks by 48%. 
Once policies contributing to such factor price distortions are dis­
continued such a profitability of tractor mechanization is likely to 
disappear. Some have called in question the point as to whether tractors 
are going to be as economical in actual use in the field as has been 
demonstrated in experimental stations. It has been noted that in West 
Pakistan, tractors are used only about 25% of their capacity, and that 
they have a short working life, often less than 5 years because of the 
t must be pointed out that due to lack of sufficient data no 
statistical tests could be performed. Also questions with respect to farm 
size, availability of inputs, etc. would arise in drawing conclusions for a 
longer time period. 
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lack of spare parts and services facilities (lib). 
In addition we have already noted in the previous chapter that 
labor requirements through the adoption of tractor mechanization have 
been reduced by 50% over the pre-mechanization figure. Another study 
had placed it at an even higher figure (permanent labor declined from 
2000 to 340) for West Pakistan. From the viewpoint of a private farmer 
tractor mechanization may seem profitable on account of the fact that 
his cost computations make no allowance for the over-valued exchange 
rate, undervalued interest rate, government subsidies, the cost of 
resettling and providing employment to the displaced agricultural 
workers and other related costs and benefits that are included in 
social returns. Moreover, as pointed out earlier, ejection of the 
tenants as tractors are brought into use enables the landlords in 
West Pakistan to keep for themselves the one-third or one-half of the 
produce that had to be paid to the share-croppers prior to the tractor 
mechanization. With 8% of the owners owning 52% of the cultivable land, 
this is most likely to occur. Although it is rather difficult to as­
sess the social cost and benefit arising out of tractor mechanization, 
one attempt made by Bose and Clark (19, p. 29) revealed that if all 
direct and indirect social costs and benefits could be taken into ac­
count, the net benefit of mechanization to society would be significant­
ly negative. 
In East Pakistan where the average size of a holding is 2.5 acres 
as compared to 10 acres in West Pakistan, the best strategy would be 
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to modify and develop the existing implements used by the farmers in­
stead of venturing into introducing tractor mechanization and using 
of heavy implements. For example, as pointed out by some Japanese 
rice experts, the sickles, 'dao', fork, spades, plough for ploughs 
and puddling, etc. can be easily modified, which is likely to enhance 
labor productivity. 
Cooperative Societies 
The recent rapid emergence of the cooperative societies in Comilla 
has proved that cooperatives can make a significant contribution to 
rural development accompanied by higher employment opportunities, A 
number of village cooperatives came into being through the active 
participation of villagers in the Comilla district of East Pakistan and 
the Kotwali Thana Central Cooperative Association was formed to link 
and coordinate the activities of the village level cooperatives. The 
central cooperative thus developed provided a larger pool of financial 
and human resources and it received the support and service of various 
government and private agencies such as the East Pakistan Agriculture 
Department, the Agriculture Development Corporation, the basic 
democracies and local government department. East Pakistan Water and 
Power Development Authority, the public health department, the family 
planning directorate, the education department and such other organiza­
tions which had important roles to play in rural development but pre­
viously could not effectively reach the farmer for lack of an appropriate 
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institution. Even foreign experts were drawn into assisting the Cen­
tral Cooperative, like the Danish advisers in poultry and dairy ac­
tivities, Japanese experts in rice planting and the U.S. Peace Corps 
volunteer technicians for irrigation and construction work. Inter­
estingly enough a commercial bank found it so profitable to advance 
loans to the Central Cooperative that they opened a rural branch 
office to handle the banking business of the society. 
The Central Cooperative was primarily developed to assist in the 
marketing of farm products, bulk purchasing of supplies, provision of 
production credit, advice in water management, providing storage and 
processing facilities, offering relatively advanced training in farm 
methods and operation of equipment and above all the coordination of 
development efforts and available services for all the neighboring 
villages. 
The attempt turned out to be quite successful as is reflected by 
the following table, Comilla Thana, where the cooperatives were in­
troduced, far greater improvements were registered in various respects 
as compared to the Chandina Thana (county) where no such cooperative 
was introduced, Chandina was considered to be a richer thana than 
Comilla and even today the endowment of agricultural land in Chandina 
is believed to be more fertile than that of Comilla, We notice from 
the table that apart from rural development as such 11% increase in 
economically active population has occurred in Comilla as compared to 
a decline of 5% in Chandina, 
183 
Table 69. Changes in percentages of the various indices during 1964 
through 1969 in Comilla and Chandina Thanas; East 
Pakistan* 
% change during 1964 - 1969 
Chandina Comilla 
Economically active population -5 11 
% of literacy in population 58 107 
No. modern agricultural 
implements 
. no change 700 
No. houses with tin roofs 89 
Quantity of paddy produced/family 10 58 
Quantity of paddy produced/acre 10 96 
Quantity of paddy sold/acre 7 33 
^Source; (73, p. 126), 
Land Reform 
According to the Census of Agriculture and the Land Reform Com­
mission Report for West Pakistan, we noted in Chapter IV that 87, of 
the total number of farms constitute 42% of the total West Pakistani 
farm land. Land ownership pattern is even worse with 7% of the total 
number of owners in West Pakistan owning 53% of the entire land area 
under cultivation. Basically, it has aggravated the agricultural un­
employment situation in two ways. 
(1) Such a high concentration of land area in the hands of a 
few farmers or into few farm units has encouraged the adoption of 
184 
14 
tractor mechanization. The Government of Pakistan Tractor Survey Re­
port for West Pakistan (49) had revealed that 44,000 farms were over 
100 acresThese farms are obviously the first to use tractors for 
cultivation, the immediate impact of which would be reduced labor re­
quirements (labor requirement will decline by at least 50% of the 
pre-mechanization total labor requirement),^^ 
It is amply clear, therefore that such a high concentration of 
land does lead to adoption of tractor mechanization without any regard 
to the adverse impact on employment arising therefrom. Also, insofar 
as the landlords retain the proportion of output previously paid to 
the sharecropper, it also affects the income distribution adversely 
14 
It must be pointed out that tractor mechanization was not en­
couraged by this factor alone. Other factors that worked in con­
junction include the existence of over-valued exchange rate (119% over­
valuation in 1964-65), liberal tractor import policies (always included 
under open general license as a result of which rupees 100 million 
worth of tractors were imported during 1958-1966) and availability of 
cheap credit (7% interest and repayable over a long period). 
According to the report of the same commission farms whose sizes 
were 100 acres or more could adopt tractor mechanization economically, 
16 
As referred to in Chapter 4, this is the finding from interviews 
conducted by Bose and Clark (19), According to the survey conducted 
by Rafiuddin (109) labor requirement following tractor mechaniza­
tion declined by an even larger amount, 
^landlords then can keep for themselves one-third or one-half of 
the produce. 
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(2) As pointed out in the preceding chapter, a large commercial 
farmer would hire labor corresponding to the point where the marginal value 
product equals the wage paid. In contrast, a small farmer uses his 
family help and himself up to the point where the marginal product is 
positive. 
In East Pakistan, we have already noted that following the abolition 
of the Zamindari system, the large land holdings have been broken up 
and redistributed so that today 96.5% of the total farm owners own 
81% of the total land area. This means that 3.5% of the total land 
owners own 19% of the total cultivable land in East Pakistan. It is 
these farmers who with their larger resources would be the first to 
adopt the new improved varieties of rice and derive the higher profits 
18 
arising therefrom. It is also likely that these farmers with their 
higher earnings would attempt to expand their land holdings by buying 
off the land of the marginal farmers. The overall effect in East 
Pakistan of even this amount of land concentration in a few hands 
(compared to worser situation in West Pakistan) is likely to affect the 
unemployment situation adversely and worsen the income distribution. 
TO 
These 3.5% of the total land owners would be the first to gain 
from the 'Green Revolution' which is currently believed to have be­
gun in East Pakistan. The returns to investment for the new varie­
ties are 116% compared to only 31% for the traditional varieties in 
terms of net income. In terms of family income the returns for tradi­
tional varieties amounted to 77% as compared to 116% for the new varie­
ties. 
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Therefore in West Pakistan land reforms are most urgently needed 
in order to eliminate such high concentration of lands in a few hands 
with its associated adverse impact on the employment situation as well 
as the income distribution. Upper limit on the size of land holdings 
of each farmer should be set. 
In East Pakistan, too, the ceiling on land holdings should be 
re/ised downward so as to check any increase in the number of large 
landowners as well as bring the farm sizes to a level more conducive to 
the provision of higher employment and obtaining a more even distribu-
19 tion in income. 
Rural Works Program and Employment Creation 
East Pakistan 
At the start of the 60's a Rural Works Program was initiated in 
East Pakistan with a view to providing employment to the unskilled 
rural labor force in the construction of embankments for flood control, 
drainage canals, rural roads, schools, community houses, markets, 
drinking water supplies, graveyards, dispensaries and a few local 
government buildings. The increased availability of such facilities 
and the emerging rural economic intrastructure was not only expected 
to boost up agricultural productivity but also would provide employment 
to the large body of unemployed and underemployed agricultural workers, 
19 
Currently the maximum permitted land holding for any person in 
East Pakistan is 100 bighas or 30 acres with a few government approved 
exceptions to the rule (4). 
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The physical achievements of the program in East Pakistan is fascinating 
and is shown in Table 70. However, the following four features of the 
program deserve our attention. 
(1) During 1962 through 1968, almost 173 million man-days of 
employment were created. It is estimated that on an average 40 million 
man-days of employment is created annually (17, p. 22). We have al­
ready noted in Chapter 3 that the seasonal underemployment rate in East 
Pakistan is over 387» of the agricultural labor force and the rural 
works program should be therefore initiated at a time so as to coincide 
with the slack season in agriculture. If the above annual employment 
creation by the Works Program Projects is true, we have noted in Chapter 
3 that the agricultural unemployment in East Pakistan is 6.75 million 
man-years in 1969-70, assuming 200 man-days being equal to one man-
year (following Joseph J. Stern (119, p. 4)), then 0.4 million man-
years of employment is created annually implying that agricultural un­
employment could be reduced by almost 3% of those unemployed in 1969-
70 (the back log) through the Works Program activities in 1970-71. 
(2) In the late 50's and early 60's, the average wages paid to 
unskilled rural workers during the slack season amounted to Rs. 0.75 
(US $0.15) per day—an amount which could barely provide subsistance 
to the workers. At the inception of the works program wage rates were 
established at Rs. 1.50 to Rs. 2.00 per day and by 1967 the wage rate 
ranged between Rs. 2.00 to Rs. 2.50 per day for unskilled workers. The 
non-works program job wate rates also went up to between Rs. 1.75 and 
Table 70. Summary of accomplishments, East Pakistan works program, 1962-1968* 
Hard surf. Dirt surf. Embank- Drainage 
roads roads ments irrig, canals 
(miles) (miles) (miles) (miles) 
Acres Community 
benefitted buildings 
by columns 
Employment 
created (in 
000 man-days) 
Total 
alloca­
tions (mln) 
New Repair. New Repair,New Repair, New Repair. 5. 6. 7. 8. 
1  2 3 4 5 6 7 8  9 10 11 12 
Totals, 1962-68: 
970 3160 20925 115211 3743 7595 9031 9966 7191403 9584 172958 Rs. 925 
^Source; (121, p. 23, Table 4). 
Table 71. Summary of achievements. The Rural Works Program in West Pakistan: 1963-64 through 1968-69& 
Transport and communications Health and sanitation Water, power, irrigation 
Kutcha Metalled Treated Hand Dighies Civil Drains ' Tube Surface 
roads roads roads Bridges Culverts pump tanks Dispens- wells wells 
------in miles---------- ----numbers------ -----------------------in numbers----------------------
6189 870 2423 436 15729 14118 708 1016 1769 279 3473 
Agriculture Education Social welfare and housing 
Veterinary dispensaries Schools Community center 
----------—-—-------in numbers-
748 11290 2890 
^Source; (44, p. 201, Table 99), 
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Rs. 2.25 thereby implying that a demand for agricultural workers was 
created during the slack season in agriculture. In Chapter IV we have 
focused on the high rural-urban wage differential as a major cause of 
the high rate of rural-urban migration of job seekers. The raising 
of the rural wages through the Works Program does help to check or re­
duce the rural-urban migration by reducing the size of the rural-urban 
wage differential. Moreover the influence of the 'push effect' on 
the rural-to-urban migrants is dampened by the works program on account 
of the alternative non-agricultural job opportunities being made avail­
able, agricultural productivity being enhanced through the resulting 
infrastructure built up, and so on, 
(3) The Works Program is financed out of the sale proceeds of the 
PL 480 wheat imports from the U.S. It is estimated that 74% of the 
Works Program wages earned by laborers are spent on food consumption. 
During the first five years of the program Rs. 452 million was paid 
out as cash wages. Out of this earnings 74%, that is Rs. 334.5 million 
was spent on food. During the same period (1962-63 through 1966-67), 
3,173 million tons of wheat were imported which was valued at Rs. 
1,237.5 million (at Rs. 16 per maund). If this is true, inflationary 
pressure that would have been generated on account of increased demand 
for food is now eliminated. From the above we can also deduce that 
workers under the Rural Works Program spending 74% of their earnings on 
food could account for only 27% of the entire wheat sales (122, p. 71). 
(4)One study which estimated quantitatively the benefits of the 
roads, drainage and embankments constructed under the Works Program 
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revealed a 57% rate of return (123). 
(5) Insofar as 8.5% of the Works Program wages earned by laborers 
were found to be spent on manufactured household items, the program 
clearly helped create effective demand for domestic manufactured goods. 
West Pakistan 
Recognizing the remarkable success bf the Rural Works Program in 
East Pakistan, the program was extended to areas of West Pakistan in 
1963-64. Pilot areas were opened in Peshawar, Kharian and Tandojam. Ac­
cording to the economic adviser to the Government of Pakistan, unem­
ployment in West Pakistan is believed to have been reduced by 5% (44). 
The physical achievements of the program is summarized in Table 71. 
From the very start the Rural Works Program proved to be a re­
markably effective policy of overall development in Pakistan and has be­
gun to draw the attention of developmental economists suggesting the 
formulation of similar programs in the other less developed agricul­
tural areas of the world. But from 1967 onwards, the basic democracies 
institutions -- the Thana Council and the District Councils which used 
to implement the Rural Works Program at the thana (county) and district 
levels -- degenerated into corrupt and politically motivated institu­
tions. However, with a little reorganization of these councils in the 
form of higher and more active participation by villagers themselves the 
program can be brought back to its pre-1967 level of performance. 
By now it is abundantly clear that the Rural Works Program has 
proved to be remarkably successful. John Woodward Thomas (121, 122 and 
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123) who made the most elaborate study of this program, repeatedly 
points to the tremendous contribution made by the program toward agri­
cultural development in Pakistan, Edward S, Mason speaks of it as 
"probably the most successful attempt to use effectively the services 
of underemployed agricultural workers that has been undertaken in any 
less developed country" (95a, p. 56). The United Nations Economic 
Survey of Asia and the Far East for 1965 observed that the program 
"has given new confidence to the rural masses, provided a powerful 
stimulus to the growth of rural leadership and strengthened the institu­
tions of local government" (134, p. 126). 
In view of the fact that the program has demonstrated that its 
methods provide the most efficient means of creating rural jobs, 
building a rural infrastructure and raising agricultural productivity 
and wages, plan allocations to the Rural Works Program should be in­
creased substantially, wider areas should be brought under the program 
and to accompany all this, efforts should be made to root out whatever 
corruption and inefficiencies exist in the system. The impressive per­
formance that we just reviewed both for East and West Pakistan came 
about when only 3% of the total national public sector expenditure was 
allocated to the Works Program during the Second Five Year Plan (1960-
65) and 3.4% during the Third Five Year Plan (1965-70). 
20a Sectoral Output and Employment in an Input-Output Framework 
In this section an attempt is made to estimate the sectoral direct 
and indirect employment and output potential of the seven sectors of 
ZO^See Appendix (page 247) for a discussion of limitations of this 
analysis. 
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the input-output tables of East and West Pakistan. The incremental 
20 input-output tables are used here to arrive at these estimates. The 
main purpose of this study is to look structurally at the employment and 
output potential of these seven sectors for even a rough approximation 
would provide valuable clues to the policy maker in formulating economic 
policies in Pakistan. With this end in mind we proceed with the ex­
amination. 
Sectoral and total employment in the system can be estimated by 
considering seven subsets of the final demand vector. Each vector 
contains one positive element while the rest of the elements are set at 
zeros. Mathematically, this involves considering the following system; 
Xji^j = increment in input from sector i to sector j 
A.. = = incremental input-output coefficient where j AX-
AXj = increment in output of sector j 
j&Fi = change in final demand in sector i. 
7 
Z A.,AX. +AF. =AX. (1) 
j=l ^ 
A A X  + A F  =  A X  
AX = (I - A)-l AF (2) 
20b 
"The incremental input-output tables used ere for the year 1964-65 
and are actually available on a 35 sector basis as compiled by Arthur 
MacEwan (91). As national income accounts provide sectoral value added 
information on a 7 sector breakdown and also as the Central Statistical 
Office of the Government of Pakistan also provides sectoral employment 
figures on a 7 sector basis, the input-output table is aggregated to 7 
sectors in order to facilitate use of these value added and employment 
figures available for these 7 sectors for the year 1964-65. 
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We also assume that change in value added In sector j is a constant pro-
21a 
portion (<r) of change in output in that sector; 
i=l 
AX. 
Let us now consider one unit increase in final demand for one sector 
at a time, that is, we consider the seven subsets of the final demand 
vector with one positive element (unity) in each vector and the remain­
ing six elements in each vector subset being zeros. In matrix form, we 
are considering (I - A)~^I = ^  as derived from relation (2) or in other 
words, if represents the element in row i and column j of the (I-A)"^ 
matrix then 
QiiQI2 Q17 
Q21Q22 Q27 
Q71Q72' .Q77 
« » » « « 
AX21 L^22' * *  *  '  • •^X27 
AX71 AXy2» . « « . . .&Xyy 
where A is the incremental-input output coefficient matrix and I is the 
identity matrix of order 7, Matrix AX gives us the direct and indirect 
changes in output resulting from a unit change in final demand. We can 
deduce the change in value added corresponding to the output change 
matrix by premultiplying with the diagonal C"matrix, so that 
21a Prices associated with values of sectoral inputs are assumed constant. 
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AX 11' .AXi7 
AX 71' JJ 77 
\Lii/.Li2. 
^21 ^22* 
'^^17 
./L27 
'71 *"72* .\L 77 
(3) 
^7x7 ^7x7 J^7x7 =^7x7 
where we denote L^j = change in employment in sector i duejto one unit 
change in final demand in sector 
Li = labor force employed in sector i 
= value added in sector i, and 
Ij^ = Li/Vi, i.e., the reciprocal of the average labor 
productivity in sector i. 
Elements along the diagonal of theÂL matrix andAX matrix respectively 
give us the direct employment and output effects of unit increase in the 
final demand of the corresponding sectors. The vertical sum of elements 
of individual columns in matrix AX and matrixgives us the total 
direct and indirect) output and employment effects of unit increase 
in the final demafd of the respective sectors. That is to say. 
= increase in total output (direct plus indirect) 
=1 result of unit increase in final demand 
(4) 
in sector j. 
2Ib„ 
The value added figures at constant factor cost of 1959-60, for East 
and West Pakistan are obtained from Government of East Pakistan, Planning 
Department (33, p. 67, Table 1) and the sectoral employed labor force fig­
ures from the Government of Pakistan, Central Statistical Office (53). 
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Z L =» increase in total employment (direct plus indirect) 
i"l as a result of unit increase in final demand in sector j. 
(5) 
In each case, j = 1, 2, 3, 4, 5, 6 and andAX^^j are respectively 
the elements in the i*"^ row and column of the /iL and matrices. 
The above operations are carried out primarily in order to make inter-
sectoral comparisons of the effect of final demand on the total (direct 
and Indirect) output and employment created. 
East Pakistan 
Applying the methodology developed above to East Pakistan, the 
following results are obtained: 
22 (1) Sectors are ranked on the basis of total output (direct plus 
indirect) created per unit of final demand. The results are presented 
in Figure 4. The range of variation in output as between sectors 
produced per unit of final demand is rupees 1279. It is most surprising 
Trade ____________________________________________ 
Agriculture 
Government, services 
Transport 
Construction 
Electricity and gas 
Industry ' 
I I t I » 1 1 j 
0 500 750 1000" 1250 1500 1750 2000 
Rupees 
Figure 4. Ranking of sectors in terms of output created (direct plus 
indirect) per unit of final demand: East Pakistan 
22Although we are using the term output, actually we are looking at 
and comparing value added effect in each sector. Assuming, as we have in 
our analysis, value added is some constant proportion {6) of gross output; 
AVj = 6jAXj, where, as before,AVj= change in value added in sector j 
andAXj = change in gross output in sector j. 
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to find that industry ranks last in terms of total output created per 
unit of final demand in that sector. Trade and agricultural sectors 
contribute the largest amount to total output consequent on unit in­
crease in final demand in those two sectors. 
(2) Sectors are also ranked on the basis of total employment (direct 
plus indirect) generated per unit of final demandFor East Pakistan, 
the range of variation in employment as between sectors created per 
unit of final demand is 1135. It is obvious from Figure 5 that employ­
ment drops off gradually from high employment to low employment sectors, 
which contrasts with the situation in West Pakistan as is shown sub­
sequently. 
Agriculture _______________________________________________________ 
Indus try ____________________________________________ 
Trade 
Construction _______________________ 
Government and 
Services _____________________ 
Transport 
Elec. and gas 
<  «  1  I  I  . 1 1  1  r  ,  1 , 1  
100 200 300 400 500 600 700 800 900 1000 1100 1200 1300 1400 
Number of workers 
Figure 5. Ranking of sectors in terms of employment created (direct 
plus indirect) per unit of final demand: East Pakistan 
^ = increase in total employment (direct plus indirect) 
as a result of unit increase in final demand in sector i [Relation (5)]. 
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The above results can be compared to a similar study made by 
Hazari and Krishnamurty (69). They considered a 77 sector input-output 
table for India for the year 1964-65 and concluded that 27 out of the 
top 30 sectors, ranked according to total employment created per unit 
of final demand, were agricultural sectors. The sector classification 
for that input-output table did not provide the trade, construction and 
government and services sectors. However, similarity exists with the 
Indian economy to the extent that the same sequential order in the rank­
ing of sectors under the above criterion exists for East Pakistan. For 
example in the case of both the Indian and East Pakistani economies 
agriculture is followed by the transport sector and the electricity 
and gas comes at the bottom in terms of total employment created per 
unit of final demand. 
(3) A comparison of the rankings of sectors according to total 
output and total employment generated per unit of final demand is pre­
sented in Table 72, The agricultural sector is clearly capable of 
generating both substantial output and substantial employment. The 
electricity and gas sector ranks low both in terms of total output and 
total employment generated per unit of final demand. 
Therefore it can be said that a shift in the output mix from 
electricity and gas, transport and government and services sectors 
would help reduce unemployment in East Pakistan, However, careful con­
sideration has to be given to the consequences in the long run result­
ing from the adoption of such a strategy. It can be concluded that as 
long as development policies are oriented towards the three above 
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Table 72. Ranking of sectors in terms of total (direct plus indirect) 
output and employment generated per unit of final demand: 
East Pakistan^ 
Rank Total output Total employment 
1 Trade Agriculture 
2 Agriculture Industry 
3 Government and 
services 
Trade 
4 Transport Construction 
5 Construction Government and 
services 
6 Electricity and 
gas 
Transport 
7 Industry Electricity and 
gas 
^Compiled from Figures 4 and 5. 
mentioned sectors employment opportunities will not be created in 
larger numbers. 
West Pakistan 
Next we proceed to examine the sectoral potential for output ex­
pansion and employment creation for West Pakistan applying once again 
the same methodology as developed above. 
(1) In Figure 6, sectors are ranked on the basis of total output 
(direct and indirect) created per unit of final demand. The range of 
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variation in output produced per unit of final demand as between sec­
tors is rupees 4,158. Here too, it is most surprising to find that 
the industrial sector ranks last in terms of output generated per unit 
of final demand. Transport and agriculture contribute the most to 
output as a result of unit increase in final demand in each of these 
sectors. 
Transport 
Agriculture 
Construction 
Electricity 
and gas _____________________ 
Trade 
Government 
and services 
Industry 
1 1 1 1 1 » 1 1 1 
0 500 100 1500 2000 2500 3000 3500 4000 4500 5000 
Rupees 
Figure 6, Ranking of sectors in terms of output created 
(direct plus indirect) per unit of final demand; 
West Pakistan 
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(2) Next we turn our attention to the magnitude of total employ­
ment (direct plus indirect) generated per unit of final demand in the 
various sectors of West Pakistani economy. The range of variation in 
employment created is 1540 in the case of West Pakistan, It is evident 
from Figure 7 that except for the sectors ranked first and last, em­
ployment drops off gradually. The difference in employment created be­
tween the agriculture and transport sectors is 500 workers and the dif­
ference in the increases in total employment resulting from unit in­
crease in final demand is 560 workers when government and services sec­
tor is compared with electricity and gas. 
Agriculture 
Transport 
Trade 
Industry 
Cons true tion 
Government 
and services 
Electricity 
and gas 
0 lo'o 200 300 400 500 600 700 800 900 1000 1100 1200 ROO 
Number of workers 
Figure 7, Ranking of sectors in terms of employment created (direct 
plus indirect) per unit of final demand; West Pakistan 
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The above results are of crucial importance in the case of West 
Pakistan in assigning sectoral priorities while formulating investment 
plans in the context of goals in view. If the unemployment problem is 
to be attacked in West Pakistan, the appropriate strategy would be to 
focus on the trade, agricultural and transport sectors. 
(3) Once again comparison of the rankings of sectors according to 
total output and total employment generated per unit of final demand is 
presented in Table 73. In the case of West Pakistan, both agriculture 
and transport sectors would contribute the most in terms of both output 
and employment following unit increases in final demand of each of 
these sectors. If the development strategy is formulated so as to focus 
on sectors generating high employment, consideration should be given to 
the consequences in the long run resulting from the adoption of such a 
strategy (neglecting the electricity and gas sector on account of its 
low employment potential, for example). 
Table 73. Ranking of sectors in terms of total (direct plus indirect) 
output and employment generated per unit of final demand; 
West Pakistan 
Rank Total output Total employment 
1 Transport Agriculture 
2 Agriculture Transport 
3 Construction Trade 
4 Elec. and gas Industry 
5 Trade Construction 
6 Govt, and services Govt, and services 
7 Industry Elec, and gas 
^Compiled from Figures 6 and 7. 
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Industry vs. agriculture 
Two conclusions can be clearly drawn from this study; 
(a) Contrary to current belief, industry ranks last among all the 
sectors in terms of total output generated per unit of final demand in 
both East and West Pakistan. However the rank occupied by the industrial 
sector, according to total employment generated per unit of final de­
mand, is among the highest compared to all the other sectors of 
East Pakistan and median compared to the other sectors in West 
Pakistan. 
(b) Another conclusion which would come as a surprise to many is 
that the agricultural sector in both East and West Pakistan ranks first 
among all other sectors in terms of total employment generated per unit 
of final demand and ranks only second in terms of total output 
generated per unit of final demand. 
Regional Share of Unemployment 
As we have already noted in Chapter 3, nearly 70% of the unemployed 
Pakistanis in 1969-70 reside in East Pakistan. It is important to 
emphasize that the Pakistan government has repeatedly stated its de­
termination to reduce regional per capita income disparity between East 
and West Pakistan (currently West's per capita income exceeds the East's 
by 61%). An effective means of reducing the level of disparity in per 
capita income between West and East Pakistan would be through employment 
creation in East Pakistan. Policies which contributed to such a high 
203 
concentration of the nation's total unemployed in only one region which 
possess virtually no outlet for labor migration, will have to be re­
versed, In particular, I would like to touch upon the following major 
areas where immediate action has to be taken, 
(1) In the agricultural sector, we have noted, 89% of the nation's 
total unemployed agricultural workers are East Pakistanis in 1969-70, 
In terms of East Pakistan's agricultural labor force, well over three-
quarters remain unemployed. In contrast roughly 5% of the total agri­
cultural workers in West Pakistan are unemployed. We have also observed 
that the Rural Works Program in East Pakistan provided 173 million man-
days of employment during 1962 through 1968, Therefore one immediate 
step to be taken up is to allocate the entire Rural Works Program ex­
penditure to East Pakistan, Moreover the current allocation toward 
the Works Program of 3,4% of the total public sector expenditure in the 
Third Five Year Plan (1969-70) will have to be raised considerably, 
(2) Before I point to the second line of action, I would once again 
like to emphasize certain imbalances that have occurred with respect to 
the question of regional growth in Pakistan. The per capita income in 
West Pakistan exceeded that of East Pakistan by only 9% at the time of 
independence. The per capita income disparity continued to widen very 
rapidly and according to a Government of Pakistan Report (48, p, 22) 
the per capita income of West Pakistan exceeded that of East Pakistan^^ 
24 
At 1959-60 constant prices. 
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by 32% in 1959-60, 45% in 1964-65 and by 61% in 1969-70, Among others, 
the primary reason has been the overwhelmingly large proportion of both 
development expenditures and non-development expenditures that have 
been confined exclusively to West Pakistan, Of the total Pakistan 
development expenditure. East Pakistan's share ranged from 20% to 36% 
during the last 20 years. Of the total Pakistan revenue expenditure, 
East Pakistan's share ranged between 9% of the total during the Second 
Plan Period to a high of 23% of the total during the Third Five Year 
Plan Period. 
With 60% of the population and labor force of the entire nation 
residing in East Pakistan and with the two wings of the country having 
been separated by 1000 miles of Indian territory and with the presence 
of the associated phenomenon of practically no labor mobility between 
the two regions, the consequences of such a policy of allocating the 
bulk of the national expenditures to one region of the country is ob­
vious, It is little wonder that 70% of the nation's unemployed reside 
in East Pakistan, The major share of the fruits of economic development 
are enjoyed by only 40% of the Pakistanis residing in West Pakistan, 
Table 74, Development and non-development expenditures in East and 
West Pakistan 1950-51 through 1969-70* (in percentages of 
Pakistan's total) 
Year Pakis­ E.Pakis­ W,Pakis­ Pakis­ E,Pakis­ W.Pakis­
tan tan tan tan tan tan 
1950-51—1954-55 100% 20% 80% 100% 19% 81% . 
1955-56—1959-60 100% 26% 74% 100% 22% 78% 
1960-61—1964-65 100% 32% 68% 100% 9% 91% 
1965-66—1969-70 100% 36% 64% 100% 23% 77% 
^Source: (48, p, 25 and p, 29), 
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Pakistan's various plan documents have repeatedly stated its goal 
of reducing and eliminating per capita income disparity between the two 
regions as well as to bring about a more equitable distribution in in­
come among the various income groups. It is evident that if the unem­
ployment problem is to be handled in Pakistan, East Pakistan would ob­
viously be the starting point. If employment opportunities can be 
created in East Pakistan, it would certainly help get closer to achiev­
ing the objectives of reducing per capita regional income disparity 
as well as achieving a more even distribution of income among various 
income groups. 
The first and foremost recommendation would be to reverse the pro­
portion of regional allocation of total expenditure in favor of East 
Pakistan not only in the Fourth Five Year Plan (1970-75) but also in the 
subsequent five-year plans. It is indeed true that such a reversal 
of policy may retard the high growth rate achieved for the West Pakis­
tani economy through past inequity in allocation. But the sooner such 
a policy is adopted the better it is, for greater the delay in adopting 
such a policy greater will be the inflexibilities created in West Pakis­
tan, and greater will be the pressure generated among West Pakistanis 
to maintain the momentum of high growth brought about by deliberate 
policies of the government, in the past years, which unceasingly al­
located 64% to 80% of the nation's total development expenditure and 
ITU to 91% of non-development expenditure to 40% of its population re­
siding in West Pakistan. 
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(3) Over 80% of central government jobs are occuped by West 
Pakistanis. Resource allocation as well as appointment into central 
government jobs are entirely made by West Pakistanis, It is little 
wonder therefore, that the majority of the Pakistan government jobs and 
resources continue to favor the West Pakistanis. Even private invest­
ments are influenced, as pointed out in Chapter 2, by the location of 
the seat of the federal government whose officials are empowered with 
providing licenses for investments, imports, etc. It is extremely 
essential that the central government ministries maintain their presence 
in East Pakistan even partially not only in terms of the direct con­
tribution to East Pakistan's employment increase but also indirectly 
facilitating investments through private investors who would then be 
coming forward without the fear of having to engage in several months 
long correspondence with a bureaucracy located over 1000 miles away and 
so well reputed for red-tape. 
Table 75. Per capita revenue and development expenditure in East and West Pakistan^ 
Development Average population Per capita estimates 
Revenue expenditure of the period (in rupees) 
expenditure (Rs. crores) (millions) Development Revenue 
expenditure expenditure 
(1) (2) (3) (4) (5) (6) 
East Pakistan 
1951/52-1954/55 171 100 45.3 22.08 37.75 
1955/56-1959/60 254 270 52.0 51.92 48.86 
1960/61-1964/65 134 970 59.4 163.30 73.06 
1965/66-1969/70 648 1656 69.0 240.00 70.29 
West Pakistan 
1960/51-1954/55 729 400 36.1 108.03 201.94 
1955/56-1959/60 898 757 42.3 178.96 212.26 
1960/61-1964/65 1284 2071 49.1 421.79 261.51 
1965/66-1969/70 2225 2970 57.0 521.05 390.35 
^Source; (48, p. 29, Table 3). 
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CHAPTER VI. SUMMARY AND CONCLUSIONS 
The problem of unemployment and underemployment confronting Pakis­
tan today is both grave and perplexing. It is perplexing because in 
spite of growth in output and increase in the level of investment the ab­
solute number of those unemployed increased during the decade of the 50's 
and there was no reduction in the number of workers unemployed during the 
decade of the 60's. Nearly one-fifth of the entire human resources of 
the nation remains completely unutilized giving rise to grave economic, 
social and political problems, 
A considerable degree of inequality in income distribution (among 
different income groups and between regions) exists in Pakistan today. 
Taxation and fiscal measures to cope with this problem are hard to formu­
late and difficult to implement on account of the opposition to such 
measures by the various power groups in the country,^ In the context of 
a traditional society like that of Pakistan, wherein the employed wage 
earner shares his wage income with his extended family, employment creation 
should help bring about a more even distribution of income. 
Social problems like high crime rate and the common sight of able-
bodied men and women soliciting in the city streets are a clear reflection 
of the high level of unemployment. The demoralizing effect arising out of 
a man's inability to make any contribution and the lowering of his esteem 
^Sixty six percent of the nation's industrial assets, 70 percent of 
Pakistan's insurance funds and 80 percent of the country's total bank 
assets are concentrated in the hands of 20 Pakistani families. 
208 
on account of his idleness creates adverse psychological impact on 
the individual. 
Low per capita income accompanied by high unemployment leads to 
political instability whereby economic growth is impaired. Internal 
political instability may escalate into international conflicts as the 
nonavailability of jobs compel the people to join the army in large 
numbers. 
Pakistan's Economy, Population and Labor Force 
Pakistan's economy progressed very slowly during the decade of 
the 50's but during the 60's economic growth was rapid (GNP grew at the 
compound annual rate of 5.4 percent). The structure of the economy also 
underwent some change with larger current contributions to GNP by the non-
agricultural sectors. Although the relative contribution of the 
agricultural sector to GNP declined it is still very high. The rapid 
growth in the economy was largely brought about by the maintenance of a 
high level of investment, A close correlation is observable between the 
level of savings and investment and foreign aid inflows. Growth in GNP 
also appears to bear a close relationship with growth in exports. 
Disparities in regional growth widened over time. In 1949 - 50, 
the per capita income in West Pakistan exceeded that of East Pakistan by 
only 9 percent but by 1969 - 70, this gap widened to 61 percent. 
Population during the 60's grew at the compound annual rate 
of over 2 percent as compared to a growth rate of over 3 percent during 
the 60's. The growth of the labor force showed similar changes over the 
two decades. 
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Nature and Extent of Unemployment and Underemployment 
As was mentioned previously, nearly one-fifth of Pakistan's 
human resources is presently unutilized. The situation is more critical 
in the agricultural sector where over one-quarter of the labor force is 
unemployed. Ninety percent of those unemployed in Pakistan have been 
agricultural workers during the last two decades. 
In East Pakistan well over one-quarter of its total labor force re­
main unutilized. This has roughly been the situation over the last 
twenty years. In the agricultural sector of East Pakistan, over one-
third of the workers are unemployed. 
In West Pakistan, the situation is much less serious. Around 6 per­
cent of the total labor force is without jobs. 
Out of every one hundred Pakistanis unemployed today, seventy of 
them reside in East Pakistan. Over 80 percent of Pakistan's agricultural 
unemployment is located in East Pakistan. 
Seasonal underemployment is estimated at around 38 per cent of the 
agricultural labor force in East Pakistan as against 13 percent of the 
agricultural labor force reporting a slack season in West Pakistan. 
Unemployment in the cities of East Pakistan ranged from 20 percent 
of the labor force in Chittagong to 40 percent of the labor force in 
Mymensingh. In West Pakistan it ranged from a low of 15 percent of the 
labor force in Gujranwala to over 40 percent of the labor force in 
Bahawalpur. 
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Major Causes of Unemployment and Underemployment 
The first major cause of unemployment in Pakistan is of course, the 
high rate of growth of population and labor force. The echoes of the 
population explosion of the post-independence era is increasingly being 
heard as explosions in the labor force today. 
Pakistan's economy is characterized by an abundance of labor and 
scarcity of capital. The principle of comparative advantage would dic­
tate the adoption of labor-intensive technologies. But rough compari­
sons of the capital intensities of the East and West Pakistani industries 
with those prevailing in the United States and Japanese industries re­
veal that almost all of Pakistan's industries are more capital intensive 
than those of Japan and many are as capital intensive as U.S. industries. 
Compared to the economy of Pakistan, U.S. and Japanese economies are 
characterized by a relatively more abundant (scarce) supply of capital 
(labor). Another feature revealed by this study is that West Pakistani 
industries are found to be more capital intensive than those of East 
Pakistan. 
It is rather perplexing to note that in spite of a high level of 
unemployment in the country, the industries tended to be relatively 
capital-intensive. An investigation was then made to determine the causes 
of such a paradox. 
A phenomenon currently observable in Pakistan is the existence of 
a whole set of biases and distortions affecting factor prices. Such 
price distortions have led to a reduction in the price of capital below 
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its equilibrium level (that is its marginal value product) while forcing 
the price of labor above its equilibrium. As a direct consequence of 
such factor price distortions, industries in Pakistan naturally tend 
to take advantage of the relatively cheap factor (i.e. capital) and 
economizing on the relatively more expensive one (i.e. labor). 
Several factors tended to reduce the price of capital. The main­
tenance of an overvalued exchange rate has provided incentives to the 
industrialists to import capital goods at a relatively low price. During 
1948 - 49 through 1964 - 65, according to one estimate, the rate of 
overvaluation ranged between 80 percent to 216 percent. The interest 
rate structure is kept artificially low which does not reflect the 
scarcity of capital. The rate at which funds have been borrowed varied 
between 5 percent to 7.5 percent during the last two decades. Interest 
rate on savings was generally 2-3 percent per annum around 1960 whereas 
the price rise during the same period averaged about 14 percent per annum, 
yielding a negative return to the saver. The commercial banks in 
Pakistan operate in an oligopolistic market structure. There is also a 
growing suspicion that commercial banks are subservient to groups of 
capitalists and even the monetary authorities are subject to their in­
fluence. 
Moreover, numerous policies were found to have been adopted by the 
Government of Pakistan to promote industrialization in Pakistan which dis­
criminated in favor of capital. The provision of accelerated depreciation 
allowance is a common feature. The cumulative effect of such allowances 
212 
has been that 39 to 44 percent of the fixed capital costs can be re­
covered in the very first year, 70 to 89 percent of the total and 78 to 
89 percent of the machine cost part of the total, gets recovered through 
these allowances within the first five years. Investment control sys­
tem in Pakistan which virtually functions as the foreign exchange 
control system for the import of capital goods into the private sector, 
provided imported capital goods to those who received sanctions of licenses 
at low prices. Around 5 percent of the capital cost of investment pro­
jects was exempt from tax (tax holiday) for the first five years of its 
life. 
A number of factors tended to raise the price of labor in Pakistan. 
The minimum wages are fixed by the Government of Pakistan and are often 
revised upwards. Cost of living allowance, paid leave, free housing or 
low cost housing (in 1969 the government contributed Rupees 100 million 
toward the construction of housing for workers), are provided to em­
ployees. The power of labor unions is on the increase as is revealed by 
the fact that the large scale firms in the same industry are found to 
pay higher wages than the small and medium scale firms because the large 
scale firms are compelled to hire unionized labor. The wage differential 
is not explained by skill differential. 
Although factor price distortions affected employment primarily in 
the modern sector, indirectly this amounted to a discrimination against 
agriculture while favoring the industrial sector. A number of policy 
instruments was used by the Government of Pakistan to promote industrializa­
tion in addition to the price distortions created artificially. In 
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Pakistan one can invariably notice that a high level of protection is 
maintained in order to foster domestic industries which turned out to 
be inefficient. Investments under the public sector were unbalanced 
favoring the modern sector. Agriculture received between 6 percent to 
15.3 percent of the total national public sector development expenditure 
during the last twenty years. The terms of trade were turned against 
agriculture. The agricultural sector paid 57 percent more and received 
30 percent less, when trading domestically, than agriculture could have 
paid or received if it could have traded in a free international market. 
Foreign exchange earned primarily by the agricultural sector was li­
censed out to the industrial sector. 
Another factor which contributed to the adoption of labor intensive 
technologies in Pakistan is the lack of skilled manpower. In 1967 - 68, 
the highly skilled labor force amounted to less than 2 percent of the 
employed labor force of East Pakistan and close to 3 percent of the em­
ployed labor force of West Pakistan. 
We can also attribute the current level of capital intensity in 
Pakistani industries to the nature of foreign aid and foreign investments 
received. Foreign aid tied to the donor country whose technology is 
consistent with the factor endowments of a capital-rich (labor-scarce) 
economy naturally leads to the establishment of capital intensive indus­
tries in Pakistan. Technologies associated with private investments from 
abroad are also derived from the blue-print of the ones prevailing in 
the developed countries. 
Employment levels could have been increased if the industries made 
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a fuller utilization of installed industrial capacity. Current esti­
mates indicate that a vast majority of the firms were using between 
40 percent to 60 percent of their full capacity. Factors which led to 
the creation of excess capacity include under-pricing of capital 
(arising out of certain government policies as described earlier), un­
certainty about procurement of licenses for future capacity expansion, 
eligibility to import-licenses for raw materials being determined by 
the size of the installed capacity, import substitution policy of the 
government and the urge among businessmen to eliminate the possibility of 
new entry in the future. 
There were a number of factors which contributed to unemployment 
in the agricultural sector. A persistent tendency exists, particularly 
in West Pakistan to adopt tractor mechanization. Under-pricing of capi­
tal arising out of overvalued exchange rate made the per acre cultivation 
cost by Ferguson (21HP) tractor 49 percent cheaper than per acre cultivation 
by means of bullocks. Moreover liberal tractor import policies (during 
1958 through 1966, licenses worth Rupees 100 million were issued) and 
cheap credit (7 percent interest rate repayable over a long period of 
time) provided further incentives to the adoption of rapid tractor 
mechanization. 
Concentration of land ownership (7 percent of the total land owners 
in West Pakistan own 53 percent of the total farm land there) also provides 
inducements to tractor mechanization. 
The cumulative effect of all of the above factors has been to provide 
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inducements for increased tractor mechanization. A direct consequence 
of such a move has been that labor requirement declined by at least 50 
percent compared to the pre-mechanization labor requirement. Moreover 
eviction of workers as a result of tractor mechanization leads to worsen­
ing of the income distribution as now the land owners retain one-third 
or one-half of the produce previously paid to the share-cropper. 
Also within agriculture, the pattern of land ownership adversely 
affects employment. Farmers with small land holdings work together with 
the unpaid family help corresponding to the point at which marginal pro­
ductivity is positive. On the other hand, large farmers hire additional 
workers corresponding to the point at which the wages are matched by the 
marginal value product. Therefore farms with large land areas contribute 
less to employment than would small farms. In so far as 7 percent of the 
total land owners own 52 percent of the total farm area of West Pakistan, 
it is not conducive to higher employment opportunities. In East Pakis­
tan the degree of concentration of land ownership is less pronounced. 
One factor which contributed to urban unemployment in Pakistan is 
rapid rural-to-urban migration. During the intercensal period (1951-
1961) Pakistan's total and rural population increased by about 24 percent 
and 20 percent respectively while the urban population increased by over 
56 percent. In East Pakistan, while the rural and total population re­
spectively increased by 21 percent and 20 percent during this period, the 
increase in urbanization was over 43 percent. In West Pakistan, the 
increase in urbanization was 60 percent as compared to increases in total 
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and rural population respectively by about 20 percent and 23 percent 
during those ten years. 
A national sample survey in 1968 revealed more than one-third of 
the total Pakistan urban population of age 10 and above who migrated 
to urban areas from rural areas sometime within the preceding one year, 
were job seekers. In West Pakistan, almost one-quarter of such migrants 
were those looking for work. In East Pakistan nearly two-fifths of those 
leaving the rural areas were those seeking urban jobs. Moreover, some 
of such migrants moved to urban areas for the purpose of setting up some 
kind of independent industry or business. 
Such a high level of rural-urban migration could be directly at­
tributed to growing population pressure on land, increase in rural debt, 
high level of unemployment and underemployment in agriculture, lack of 
rural industries to provide alternative sources of employment and high 
rural-urban income and wage differential. In East Pakistan, the monthly 
urban wage rate exceeds the rural wage rate by 69 percent. On an all 
Pakistan basis, one estimate shows that the urban income is six times that 
of the rural area. 
Given the geographical separation of East and West Pakistan and the 
associated phenomenon of lack of labor mobility, the basic reasons for 
high concentration of the nation's total unemployment in East Pakistan 
were not hard to find. While 60 percent of Pakistanis live in the east, 
between 20 percent to 36 percent of the total Pakistan development ex­
penditure was allocated to East Pakistan during the last 20 years. 
Between 9 percent and 23 percent of the total national revenue expenditure 
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was spent in the east. Of the total private investment in the country, 
East Pakistan's share was only 25 percent. The location of the seat of 
the national government in West Pakistan led to the concentration of the 
country's commerce and industry in West Pakistan. The bulk of the central 
government jobs, particularly those concerned with the allocation of 
the nation's resources, were occupied by West Pakistanis. 
Policies and Measures to Promote Employment in Pakistan 
We have already noted that despite an impressive compound annual 
growth rate of 5.4 percent in Pakistan's GNP during 1960 - 61 through 
1968 - 69 and in spite of investments in real terms doubling roughly every 
five years, the absolute number of the unemployed in 1969 - 70 remained 
as high as it was in 1960 - 61. This clearly indicates that/such a high 
rate of growth in GNP and in investment has failed to create enough jobs 
to cut down the level of unemployment in the country. A high rate of 
growth in GNP is thought by some to be a necessary but not a sufficient 
condition for a reduction in the level of unemployment. 
Therefore in addition to a high rate of growth in GNP and a high 
level of investments, we attempted to seek out certain policies and 
measures which would help alleviate if not eliminate the unemployment 
problem in Pakistan. Various new measures and policies together with 
changes in current policies are identified and recommended which would 
help increase job opportunities both in the modern and agricultural sectors. 
In the face of rapidly growing population and labor force with its 
adverse impact on employment, population control measures under government 
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auspices received serious attention from the government only at the start 
of the 60's. The family planning program corresponding to the Third 
Five Year Plan (1965 - 70) was the first comprehensive scheme for 
Pakistan. The objective of the program was to reduce the birth rate 
from 50 per 1000 population to 40 per 1000 population. 
The Government of Pakistan claimed that the birth rate has been re­
duced to 41.15 per 1000 population. However, many have called to question 
the credibility of these figures. The shortcomings associated 
with the family planning program in Pakistan include lack of adequately 
trained workers, inadequate leadership provided by family planning offi­
cers and placing of emphasis on initial acceptance alone without ade­
quate steps toward their continuation. 
However, a modest level of success has definitely been achieved 
(by 1968, the family planning organization was the third largest em­
ployer in Pakistan) and with major changes in the strategy in the Fourth 
Five Year Plan (1970 - 75), the effectiveness of the program is likely 
to continue. 
As the existence of factor price distortions led to the adoption 
of capital intensive techniques, current policies which contributed to 
such factor price distortions would have to be discontinued. New steps 
and measures would also have to be adopted. Devaluation of the Rupee 
is long overdue. Decision to devalue was postponed by the government in 
the belief that the demand for jute exports was inelastic and the prices 
of imported food-stuffs would increase. Taxes from profits earned by 
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importers could be collected with greater ease. Interest rates were 
kept artificially low due to the oligopolistic market structure in which 
commercial banks operate and the influence exerted on the monetary 
authorities by groups of capitalists. 
Current policies, such as provision of accelerated depreciation 
allowances, investment control system and tax holiday, designed to pro­
mote industrialization and which discriminate in favor of capital have 
to be revised or discontinued. 
The government will have to give up its attitude of patronizing 
labor (that is take into account the impact of revising upward of minimum 
wages, provision of social welfare benefits, etc. on employment). 
That elimination of factor price distortions would result in the 
adoption of less capital intensive techniques is established by the 
following fact. The smaller scale industries in both East and West 
Pakistan find it more difficult compared to the large scale industries 
to procure import licenses, or in borrowing money from commercial banks 
and are not compelled to hire unionized labor. Relative factor prices 
confronting them are more rational than those faced by the large scale 
industries. As a result capital intensity is found to be lower for the 
smaller scale industries. 
In addition to the maintenance of overvalued exchange rate, poli­
cies such as import substitution and the granting of import licenses on 
the basis of the size of the installed capacity need to be revised im­
mediately if a fuller utilization of installed capacity (and associated 
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with this increased employment) is to be achieved. As nearly 60 per­
cent of Pakistan's total exports go to the developed nations, any trade 
restrictions adversely affects output and employment in Pakistan, 
Patronizing of exports of labor intensive products from Pakistan would 
certainly be beneficial to both Pakistan and the importing country. In­
creased availability of export earnings in the hands of Pakistanis would 
certainly be directed to the purchase of capital-intensive products from 
the developed countries. 
Foreign aid received by Pakistan from developed nations embody capi­
tal intensive technologies. Therefore major efforts will have to be 
made both by the developing and developed countries in evolving and 
applying technologies of higher labor intensity. 
A least squares regression revealed that for every additional job 
created in the manufacturing sector, approximately two additional workers 
find employment in the tertiary sector (includes all categories of 
sectors excluding agriculture, mining and manufacturing). This result 
reflects the fact that additional employment created in the manufactur­
ing sector results in an increase in the effective demand for goods and 
services of other sectors and thereby leads to an increase in employment 
in those sectors. 
Output and employment under the new improved varieties of seeds 
were examined. In West Pakistan the new Mexican Dwarf variety of wheat 
seeds yield 103.3 percent more than Desi (native) variety of wheat. We 
also noted that for every acre brought under cultivation with this new 
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variety of seed 83 additional man-days of employment is generated. 
In East Pakistan, on an average, yield per acre under the new im­
proved varieties of rice exceeds the native varieties by between 86 to 
125 percent. The corresponding labor requirements under the new vari­
eties increased by between 28 to 92 percent over the native varieties 
on a per acre basis. 
Thus it is abundantly clear that high employment and large output 
in this context (if on a per acre basis) are not two conflicting objec­
tives, However, one significant point that is revealed by this study 
is that, for both East and West Pakistan (and for both rice and wheat), 
while employment per acre of land under the new varieties increased 
over that under the traditional varieties, employment per maund of out­
put produced declined under the new varieties as compared to the tradi­
tional varieties. 
The removal of policies which leads to underpricing of capital (such 
as the maintenance of overvalued exchange rate, low interest rate, etc.) 
would certainly reduce the incentive toward tractor mechanization. 
Tractor mechanization reduces labor requirement by at least 50 percent 
over that required prior to the adoption of tractor mechanization. Re­
duction in agricultural employment through tractor mechanization has 
a clearly visible adverse impact on income distribution as tractor owners 
than get to retain one-third or one-half of the crop previously paid to 
the evicted share-cropper. Moreover, this gives rise to the question 
of additional costs of resettling and providing employment to the 
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displaced agricultural workers and the net benefits to society could 
conceivably be negative. 
A reduction in the size of land holdings in West Pakistan would also 
reduce the incentive toward adoption of tractor mechanization. In East 
Pakistan where the average size of land holdings is 2.5 acres, the best 
strategy would be to modify and develop the existing implements used 
by the farmers instead of venturing into introducing tractor mechanization 
and using of heavy implements. 
The recent rapid emergence of cooperative societies in Comilla has 
proved that cooperatives can make a significant contribution toward 
rural development accompanied by higher employment opportunities. 
Following the introduction of cooperatives in Comilla thana (county) 
considerable improvements in economic conditions were observed. 
In West Pakistan, 8 percent of the total number of farms constitute 
42 percent of the total farm land, and 7 percent of the total number of 
land owners of West Pakistan own 53 percent of the total cultivated land. 
A direct consequence of such a pattern of land ownership and distribution 
is that greater incentive exists for tractor mechanization (as a cor-
rollary, this results in a worsening of the income distribution) 
and the existence of large commercial farmers contributes less to em­
ployment as compared to a number of small farmers owning the same land 
area. 
In East Pakistan through the abolition of the Zamindari system, 
land holdings have been broken up and redistributed. In the context of 
the prevailing conditions in Pakistan, any land reform program which 
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reduces the upper limit on the size of land holdings would certainly 
contribute to higher employment and a more even income distribution. 
The rural works program was initiated in Pakistan with a view to 
providing employment to the unskilled rural labor force through con­
struction of embankments for flood control, drainage canals, rural roads, 
schools, community houses, markets, drinking water supplies, graveyards, 
dispensaries and a few local government buildings. The program served a 
two-fold purpose--the creation of a rural economic infrastructure and 
other facilities and the provision of additional employment. 
The physical achievements of the program are laudable. During 
1962 through 1968 almost 173 million man-days of employment was created. 
The rural wages increased considerably and the rural-urban wage and in­
come differentials narrowed down which would help reduce the rapid rural-
to-urban migration currently in existence. One study which estimated 
quantitatively the benefits of the roads, drainage and embankments con­
structed under the Works Program revealed a 57 percent rate of return. 
In West Pakistan during 1963 - 69, unemployment was reduced by 5 
percent through the implementation of this program. The physical achieve­
ments under the program were impressive. 
Such accomplishments occurred when only about 3 percent of the total 
national public sector expenditure was allocated toward the rural works 
program. The accomplishments of the program provide justification for 
a larger allocation to this program. 
The total (direct and indirect) output and employment potential of 
the seven sectors of the economies of both East and West Pakistan were 
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examined in an input-output framework. The results, determined struc­
turally, contain valuable clues in formulating economic policies. Sec­
toral and total employment in the system was estimated by considering 
seven subsets of the final demand vector. Each vector contained one 
positive element while the rest of the elements were set at zeros. Some 
of the results are briefly summarized below. 
In terms of total output generated per unit of final demand of the 
various sectors in East Pakistan, industry ranked last while the trade 
and agricultural sectors ranked the highest. On the basis of total em­
ployment generated per unit of final demand agriculture ranks the highest. 
In terms of total output generated per unit of final demand of the 
various sectors in West Pakistan the industrial sector ranked last while 
trade and agriculture ranked among the highest. Agricultural and trans­
port sectors respectively ranked first and second in terms of total em­
ployment generated per unit of final demand, while industry occupied 
a median rank. 
That these findings are of considerable policy significance is 
shown by the following illustration. Any policy change which leads to 
a shift in the output mix from electricity and gas, transport and 
government and services sectors in the case of East Pakistan would help 
reduce unemployment in East Pakistan. 
We have already noted that out of every one hundred Pakistanis un­
employed today, exactly 70 of them reside in East Pakistan. Concurrently 
West Pakistan's per capita income exceeds East Pakistan's per capita 
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income by 61 percent. Policies geared to reducing the large share of 
the burden of unemployment in East Pakistan will also have the effect 
of reducing the per capita income disparity between the two regions 
(which is also a professed national plan target). The policies in this 
direction which need immediate consideration include allocation of higher 
sum for the rural works program in East Pakistan and the policy of al­
locating to East Pakistan a meagre 20 percent to 36 percent of the entire 
national development expenditure and only 9 percent to 23 percent of 
the entire national nondevelopment expenditure that was practised during 
the last 20 years will have to be reversed completely. This is a neces­
sary condition toward the achievement of the goal of reducing regional 
income disparities for the majority of the Pakistanis reside in East 
Pakistan and because labor mobility between the two wings is almost 
nonexistent. Currently 80 percent of the central government jobs are 
occupied by West Pakistanis. This leads to further patronization of 
national jobs and resource allocation to the clients and candidates 
from West Pakistan alone. East Pakistanis should be provided with equal 
opportunities both in terms of job openings and share in the national 
resources. 
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Table 76, Estimate of the number of full-time equivalent unemployed 
Pakistan, 1967-68* 
Av. no. hrs Agr., Forestry, Mining and Manu- Construe- Elec.,gas, 
worked/week Hunting, Fishing quarrying fac- tion water,san-
turing itary serv. 
0 1 2-3 4 5 
1-25 hours .82213 » .13411 .01457 
25-34 hours 1.81494 - .21424 .03279 .00191 
35-42 hours 7.53287 .00389 .84350 .19892 .02417 
43-48 hours 3.93143 .00582 .97883 .22736 .03014 
Total emp. 
labor force 28.44743 0.02067 4.08872 0.88885 0.08681 
Commerce Transport, stor- Services Activi- Mid pt. 
age, communication ties not value of 
adequate- av. no. 
ly de- hrs worked 
scribed 
6 7 8 9 10 
1-25 hours .03483 .02172 .06917 - 12.5 
25-34 hours .11064 .05391 .16169 .00318 29.5 
35-42 hours .73862 .32785 .86290 .01306 38.5 
43-48 hours .49071 .33801 .54424 .01343 46.5 
Total emp. 
labor force 3.41484 1.56272 2.77818 0.05374 
1-25 hours 
25-34 hours 
35-42 hours 
43-48 hours 
Total emp. 
labor force 
Total labor 
force 
Total no. hrs 
worked(10x11) 
Equiv. no. Est. of 11 x 50 
full-time no. would (15-12) / 
jobs(12/50) be employed 50 
(11-13) 
11 12 13 14 15 
2.10564 
2.39330 
10.54578 
6.55997 
7.(col. 11) 
= 21.60369 
26.32050 
70.60235 
406.01253 
305.03860 
Z(col. 12) 
= 807.9739 
.52641 1.57923 105.28200 
1.41204 .98126 119.66500 
8.12025 2.42553 527.28900 
6.10077 .45920 327.99850 
Z(col. 14) Z(col. 15) 
= 5.44522 =1080.23450 
Unemp. equiv. of underemp. = 5.44522 million workers 
Unemp. = .51980 mi 11 inn 
Unemp.-equiv. = 5.965020 million 
Labor force = 41.86108 million; unemp. equiv. as a "L of total labor force = 
5.96502/41.86108 x 100 = 14.25% 
^Sources; (56, p. 2; p. 9, Table 4; p. 11, Table 5, p. 39, Table 24). 
Table 77, Employment by sex and industry division in private establish­
ments in selected cities of Pakistan (also labor force 
participation rates for census year 1961)^ 
Number of persons engaged in 
Province/city All industries Mining _ Manufacturing 
Year 
1 
Total 
2 
Male Female 
3 4 
Male 
5 
Female 
6 
Male 
7 
Female 
8 
East Pakistan 
Dacca and 
Narayangonj 64 228856 227716 1140 - 143822 878 
Chittagong 64 84197 83950 247 - - 39937 126 
Ihulna 64 26955 26691 264 - - 11247 169 
Saidpur 65 3541 3538 3 - - 817 1 
Raj shahi 65 6113 6078 35 - - 1511 2 
Mymensingh 65 5232 5231 1 - - 1294 1 
Barisal 65 5988 5983 5 - - 1600 -
Comilla 65 7030 6995 35 -
-
2341 22 
West Pakistan 
Karachi b 62 229161 219141 10020 1005 - 88627 4162 
Hyderabad 62 30999C 30999 - - - 16099c -
Quetta 64 13640 13526 114 - - 3143 5 
Lahore 64 162178 159847 2331 8 - 71590 471 
Multan 64 45372 44555 817 - - 23752 404 
Lyallpur 64 79448 78504 944 - - 53844 401 
Peshawar 64 25394 25180 214 11 8121 62 
Bahawalpur 65 5313 5274 39 - - 1320 -
Sukkur 65 12535 12285 250 - - 3583 202 
Gujranwala 65 36540 36269 271 - - 23178 25 
Shikarpur 66 4015 4004 11 • 1041 2 
^Source; (52, p. 9, Table 2). Col, 18 computed from(46, pp. 35-
38, Table 2). 
^The results of the re-check enumeration show the overall under 
enumeration in establishment is 11.897. and in employees 10,447.. 
®Also includes water and sanitary services. Mining, manufacturing, 
construction and electricity, gas and water establishments engaged 16099 
persons and commercial and service establishments engaged 14900 persons. 
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Number of persons engaged in r96i labor 
Construction Elec.. gas Commerce Transp,,stor. Services force partie. 
and steam and commun!. rates (%) 
Kale Female Male Female Male Female Male Female Male Female 
9 10 11 12 13 14 15 16 17 18 19 
200 27 58776 103 1198 23693 159 37.75 
- - 40 - 27988 72 1723 8 14262 41 44.99 
3 - - - 9601 26 1253 - 4587 69 44.66 
-
- -
- 1866 2 1 - 854 • 26.74 
10 - - - 2894 7 95 - 1568 26 26.08 
-
- 63 - 2451 - 30 - 1393 - 42.85 
-
- -
- 2820 5 31 - 1532 _ 32.45 
2 — " 3030 6 69 1553 7 27.71 
38 327 3 76530 2747 4779 205 47853 2903 33.52 
-
- - - 14900% - n.a. n.a. n.a. n.a. 29.28 
- - 214 1 6348 9 272 1 3549 98 27.66 
14 - 38 2 55968 228 2431 4 29798 1626 28.23 
- - - - 14059 297 545 - 6199 116 31.58 
10 6 50 5 17344 229 181 - 7075 307 31.95 
3 - - - 11474 51 141 - 5430 101 31.33 
- - -
- 2633 22 33 - 1288 17 26.74 
3 - 7 - 6474 38 83 - 2135 10 29.68 
-
- -
- 9162 49 253 - 3676 197 28.51 
- - - - 2071 7 115 - 777 2 28.72 
Table 78. Employment in private industrial establishments by sectors in principal cities of Pakistan^ 
(Percentages of total employment) 
Elasticity Transport 
All Manufac­ Construc­ Gas and Stor. and 
Sector; industries Mining turing tion steam Commerce Communi. Services 
City/Wing Year 
East Pakistan : 
Dacca and 
Narayanganj 1964 100.00 63.22 0.08 0.01 25.72 0.52 10.42 
Chittagong 1964 100.00 47.58 0.04 33.32 2.05 16.98 
Ihulna 1965 100.00 42.35 0.01 35.71 4.64 17.27 
Saidpur 1965 100.00 23.10 52.75 0.02 24.11 
Rajshahi 1965 100.00 24.75 0.16 • 47.45 1.55 26.07 
Myraensingh 1965 100.00 24.75 1.20 46.84 0.57 26.62 
Barisal 1965 100.00 26.72 47.17 0.51 25.58 
Comilla 1965 100.00 33.61 0.02 28.96 0.98 22.19 
West Pakistan ; 
Karachi 1962 100.0 0.43 40.49 0.01 0.14 34.59 2.17 22.14 
Hyderabad 1962 100.0 51.93 48.06 n.a. n.a. 
Quetta 1964 100.0 23.07 1.57 46.60 2.00 26.73 
Lahore 1964 100.0 44.43 0.02 34.65 1.50 19.37 
Multan 1964 100.0 53.23 31.64 1.20 13.78 
Lyallpur 1964 100.0 68.27 0.02 0.06 22.11 0.22 9.29 
Peshawar 1964 100.0 0.04 32.22 0.01 45.38 0.55 21.78 
Bahawalpur 1965 100.0 24.84 0.05 0.13 49.97 0.62 24.56 
Sukkur 1965 100.0 30.19 51.95 0.66 17.11 
Gujranwala 1965 100.0 63.50 25.20 0.69 10.59 
Shikarpur 1966 100.0 25.97 51.75 2.86 19.40 
^Source; (52, p. 9, Table 2). 
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Table 79, Farms using machineries and implements, East Pakistan, 1969& 
No, farms Bulldozer Tractor Power Power Seed Imp. im­
District having farm for for pumps tillers drills plements 
machinery leveling plowing 
and imple­
ments 
Raj shahi - - 18 24 - - -
Rangpur 3 9 24 24 24 12 -
Jessore - 10 22 22 1 -
Barisal 1 17 20 23 23 6 -
Comilla - 1 24 24 23 I -
Sylhet - - 21 22 17 9 14 
Faridpur 5 7 7 - - - 24 
Dacca 6 1 13 6 1 
^Source: (56b), 
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Table 80. Farms using improved machineries and implements, West 
Pakistan, 1969^ 
District No. of Farms without Type of machinery re- Bulldozers 
farms improved ma- quired for farming required 
chinery and Imp. implements Tractors for leveling 
implements 
Number of farms 
Hazara 24 24 24 24 16 
Campbellpur 24 24 24 21 22 
Jhelum 24 22 22 19 22 
D.I. Khan 24 24 24 12 -
D.G. Khan 24 20 23 6 2 
Sahiwal 24 11 11 5 -
Bahawalnagar 24 6 15 6 -
Tharparkar 24 20 22 2 -
Loralai 24 24 24 24 24 
Sibl 24 24 24 24 24 
Kharan 12 12 12 3 1 
Katàt 20 20 20 9 1 
^Source; (38, p. 55, Appendix XI). 
Table 81, Aggregated seven sector incremental input output table, West Pakistan: 1964-65& (rupees) 
Agri- Industry Con- Elec. Trans- Trade Govt. Employed Value 
culture struction and gas port labor added ^ 
serv- force^ 1964-65^ 
ices Li Vi li 
(Jan,1965)(million 
rupees) 
Agriculture 157780 189189 14626 0 0 0 277 9. 319794 9276 .001004 
Industry 24100 326040 126327 3309 37277 53 3205 2. 219996 3623 ,000612 
Construction 0 0 0 0 0 0 14549 0. 536472 1029 . ,00052 
Elec. and gas 1996 44377 2354 25538 11 298 2110 0. 014499 172 ,000082 
Transport 19411 83120 0 0 0 1359 10614 0. 755,571 1271 ,000594 
Trade 24202 187039 0 0 0 0 0 1. 520810 3166 ,000480 
Govt, and services 2246 27703 543 190 371 3048 8547 1. 743132 4497 ,000387 
7 
ZAXij (total 229735 857468 143850 29037 37659 4758 39302 
i=l inputs) 
AX. (gross output) 600000 2000000 300000 100000 100000 100000 300000 
7 
A V — Z A X i j  
(value added) 370265 1142532 156150 70963 62341 95242 260698 
.617108 .5712660 .520500 .70963 .62341 .95242 .868993 
^Incremental input output table aggregated from the 35x35 table in MacEwan (91), Population 
estimate from the Government of East Pakistan (33) for East Pakistans 59,62 million, 
^Employment figures from Central Statistical Office, Government of Pakistan (53), 
cValue added in constant 1959-60 factors cost from Government of East Pakistan (33), 
Table 82. Aggregated seven sector incremental input output table, East Pakistan: 1964-65^ (rupees) 
Agri- Industry Con- Elec. Trans-
culture struction and gas port 
Trade Govt. Employed Value 
and labor added ^ 
serv- force 1964-65 
ices Li Vi 
(Jan.1965)(million 
rupees) 
h 
V ,  
li 
Agriculture 70334 303832 32129 0 600 0 267 15.413628 10485 .0014700 
Industry 32109 559863 72510 18687 6201 388 3036 1.331549 1219 .0010923 
Construction 0 0 0 0 0 0 29392 .501956 892 .0005627 
Elec. and gas 93 48773 0 5588 209 188 2649 .004200 111 .0000378 
Transport 13428 85720 0 0 0 0 8784 .571264 1153 .0004954 
Trade 37387 204430 0 0 0 0 0 1.675988 1943 .0008625 
Govt, and services 1335 23671 1581 327 598 514 9460 1.503769 2211 .0006801 
2 Xij(Total inputs)154686 1226289 106220 24602 7608 1090 53580 
i=l 
Xj(Gross output) 600000 
.742 
2000000 300000 
773711 193780 
.386 .645 
100000 100000 100000 300000 
75398 92392 98910 246420 
.753 .923 .989 .821 
^Incremental input output table aggregated from the 35x35 table in MacEwan (91). Population 
estimate from the Government of East Pakistan (33) gave 4994 million for West Pakistan. 
^Employment figures from Central Statistical Office, Government of Pakistan (53). 
^Value added in constant 1959-60 factors cost from Government of East Pakistan (33). 
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A note on the limitations of the methodology of the study made in 
the input-output framework is presented below. 
Certain assumptions underlying the operations carried out deserve 
specific mention. 
(1) The proportion a as defined in the text is assumed fixed. 
(2) The technology is assumed to be given. 
(3) A neo-classical linear homogeneous production function is assumed 
(on account of nonavailability of information on the production function) 
so that no factor substitution takes place. In the event some other type 
of production function exists and factor substitution takes place, the em­
ployment effect may be higher or lower than what has been obtained, depend­
ing on the nature and magnitude of factor substitution. 
(4) The assumption of linear homogeneous production function implies 
that the average product remains the same on all points along the expansion 
path, our analysis, the assumption of constant relative factor prices 
was also made. These two assumptions together permit us to use average 
labor productivity figures instead of the marginal figures. 
(5) The final assumption made is that investment allocation arising 
out of the final investment demand vector is such as to permit the opera­
tion performed. 
These assumptions, it may be noted, were implicit in deriving the 
output and employment effects which allowed us to rank the sectors. Since 
the input-output model used here does not specify explicitly the policy 
parameters involving public sector investment allocation and foreign ex­
change policies, it is assumed further that the trade off between 
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employment and output given by the public sector policies are not altered 
in the future when the model is used for projection or policy purposes. 
However, it is quite conceivable that in future public policy the 
employment objective may be given relatively higher weight relative to 
that of output because of income distribution and political considerations 
and in such a situation, the more appropriate ranking should be in terms 
of an index which combines both the output and employment effects, the 
latter with a higher relative weight. In a more general context, such 
analyses could be carried out although it has not been done here in the 
limited context. 
